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Phoenix, Arizona 85012

Attorneys for Litchfield Park Service Company

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE APPLICATION | DOCKET NO: SW-01428A-09-0103
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN
ITS WASTEWATER RATES AND
CHARGES FOR UTILITY SERVICE
BASED THEREON.

O o0 N2 N e W N

[ w——y
—_ O

—
[\

IN THE MATTER OF THE APPLICATION | DOCKET NO: W-01427A-09-0104
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN
ITS WATER RATES AND CHARGES FOR
UTILITY SERVICE BASED THEREON.
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IN THE MATTER OF THE APPLICATION | DOCKET NO. W-01427A-09-0116
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1)
TO ISSUE EVIDENCE OF
INDEBTEDNESS IN AN AMOUNT NOT
TO EXCEED §$1,755,000 IN
CONNECTION WITH (A) THE
CONSTRUCTION OF TWO RECHARGE
WELL INFRASTRUCTURE
IMPROVEMENTS AND (2) TO
ENCUMBER ITS REAL PROPERTY AND
PLANT AS SECURITY FOR SUCH
INDEBTEDNESS.
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IN THE MATTER OF THE APPLICATION | DOCKET NO. W-01427A-09-0120
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY

(1) TO ISSUE EVIDENCE OF
INDEBTEDNESS IN AN AMOUNT NOT
TO EXCEED $1,170,000 IN
CONNECTION WITH (A) THE
CONSTRUCTION OF ONE 200 KW ROOF
MOUNTED SOLAR GENERATOR
INFRASTRUCTURE IMPROVEMENTS
AND (2) TO ENCUMBER ITS REAL
PROPERTY AND PLANT AS SECURITY
FOR SUCH INDEBTEDNESS.
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REBUTTAL TESTIMONY (AMENDED)
OF
THOMAS J. BOURASSA
ON
RATE BASE, INCOME STATEMENT AND RATE DESIGN
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(Phase 1 — Determination of Rate Base and Rates)
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1| L INTRODUCTION AND QUALIFICATIONS
2 | Q. PLEASE STATE YOUR NAME AND ADDRESS.
31 A. My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,
4 Phoenix, Arizona 85029.
51 Q ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?
6 | A. On behalf of the applicant, Litchfield Park Service Company (“LPSCO” or the
7 “Company”).
g I Q. HAVE YOU PREVIOUSLY SUBMITTED DIRECT TESTIMONY IN THE
9 INSTANT CASE?
10 { A. Yes, my direct testimony was submitted in support of the initial application in this
11 docket. There were two volumes, one addressing rate base, income statement and
12 rate design, and the other addressing cost of capital.
13| Q.  WHAT IS THE PURPOSE OF THIS REBUTTAL TESTIMONY?
14 | A. [ will provide rebuttal testimony in response to the direct filings by Staff and
15 RUCO. More specifically, this first volume of my rebuttal testimony relates to rate
16 base, income statement and rate design for LPSCO. [ will also address the
17 testimony by intervenor the City of Litchfield Park (“CLP”). In a second, separate
18 volume of my rebuttal testimony, I will also present an update to the Company’s
19 requested cost of capital as well as provide responses to Staff and RUCO on the
20 cost of capital and rate of return applied to the fair value rate base, and the
21 determination of operating income.
22
23
24
25
26
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1 | I. SUMMARY OFLPSCO’S REBUTTAL POSITION
21 Q. WHAT ARE THE REVENUE INCREASES FOR THE WATER AND
3 WASTEWATER DIVISIONS THAT THE COMPANY IS PROPOSING IN
4 THIS REBUTTAL TESTIMONY?
501 A For the water division the Company is proposing a total revenue requirement of
6 $13,637,738, which constitutes an increase in revenues of $6,759,028, or 98.26%
7 over adjusted test year revenues. For the wastewater division, the Company is
8 proposing a total revenue requirement of $11,132,993, which constitutes an
9 increase in revenues of $4,776,618, or 75.15% over adjusted test year revenues.
10 | Q. HOW DO THESE COMPARE WITH THE COMPANY’S DIRECT
11 FILING?
12 | A. They are both lower. In the direct filing for the water division, the Company
13 requested a total revenue requirement of $13,983,148, which required an increase
14 in revenues of $7,508,146, or 115.96%. In the direct filing for the wastewater
15 division, the Company requested a total revenue requirement of $11,347,975,
16 which required an increase in revenues of $4,991,601, or 78.53%.
17 | Q. WHY IS THE REQUESTED REVENUE INCREASE LOWER IN LPSCO’S
18 REBUTTAL FILING FOR BOTH DIVISIONS?
19 | A. In its rebuttal filing, LPSCO has adopted a number of adjustments recommended
20 by Staff and/or RUCO, as well as proposed a number of adjustments of its own
21 based on known and measurable changes to the test year.
22 For the water division, the net result of these adjustments is: (1) the
23 Company’s proposed operating expenses have increased by $145,654, from
24 $6,757,892 in the direct filing to $6,903,546; and a net decrease of $422,023 in
25 rate base from the direct filing of $37,924,592 to $37,502,569.
26
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1 For the wastewater division, the net result of these adjustments is: (1) the
2 Company’s proposed operating expenses have increased by $12,838, from
3 $6,192,596 in the direct filing to $6,205,414; and a net decrease of $262,019 in rate
4 base from the direct filing of $28,296,903 to $28,034,885.
5 In addition, the Company has reduced its recommended cost of equity from
6 12.5% in its direct filing to 12.0% in its rebuttal filing. This has resulted in a lower
7 requested weighted cost of capital from 11.41% in the Company’s direct filing to
8 11.0% in its rebuttal filing.
9| Q. PLEASE SUMMARIZE THE REASON FOR THE DECREASE IN THE
10 RATE BASES?
11 | A. For the water division, the Company has proposed a number of rebuttal
12 adjustments to rate base causing a net decrease in rate base. Included among these
13 proposed adjustments is an adjustment to increase plant-in-service to recognize the
14 actual cost of post test year plant, an adjustment to decrease plant-in-service
15 (“PIS”) reflecting plant retirements that were not recorded at the end of the test
16 year (including related adjustments to advances-in-aid of construction (“AIAC”)
17 and contributions-in-aid of construction (“CIAC”)), an increase to PIS for
18 organizational costs approved in last decision, and an increase to PIS to recognize
19 expenses that the Company proposes be capitalized. The net decrease to PIS is
20 $26,157, the net decrease AIAC is $8,677, and the net decrease to CIAC is $7,888.
21 The net rate base impact of these three adjustments is $(9,562).
22 In addition to the above mentioned adjustments, the Company is proposing
23 an adjustment to accumulated depreciation for the PIS adjustments it recommends.
i 24 The net decrease to accumulated depreciation is $78,672. The net rate base impact
‘ 25 is $78,672.
| 26
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1 The Company is also proposing to reclassify $2,238,022 of AIAC to
2 Customer Meter Deposits (refundable meter and service line charges) and to
3 remove $68,685 of security deposits from Customer meter deposits. The net rate
4 base impact of these two adjustments is $68,685.
5 The Company is also proposing an increase to the water division’s deferred
6 income taxes (DIT) of $426,079 based on its proposed adjustments to PIS and
7 accumulated depreciation as well as to correct an error in its direct filing
8 computation. The net rate base impact of this adjustment is $(426,079).
9 Finally, the Company is proposing to reduce debt issuance costs from
10 $134,528 to zero. The net rate base impact of this adjustment is $(134,528).
11 For the wastewater division, the Company has also proposed a number of
12 rebuttal adjustments to rate base, again leading to a net decrease. Included among
13 these proposed adjustments is an adjustment to decrease PIS reflecting plant
14 retirements that were not recorded at the end of the test year (including related
15 adjustments to AIAC and CIAC), an adjustment to decrease plant-in-service for
16 plant transferred to an affiliate, Black Mountain Sewer Company (“BMSC”), and
17 an increase to PIS to recognize expenses that the vCompany proposes be capitalized.
18 The net decrease to PIS is $560,453 , the net decrease to AIAC is $16,649, and the
19 net decrease to CIAC is $93,346. The net rate base impact of these three
20 adjustments is $450,458.
21 In addition to the above mentioned adjustments, the Company is proposing
22 an adjustment to accumulated depreciation for the PIS adjustments it recommends.
23 The net decrease to accumulated depreciation is $573,316. The net rate base
24 impact is $573,316.
| 25
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ANYTHING ELSE, MR.V BOURASSA?

Yes, the Company is also proposing an increase to the wastewater division’s
deferred income taxes (DIT) of $319,033 based on its proposed adjustments to PIS
and accumulated depreciation as well as to correct an error in its direct filing
computation. The net rate base impact of this adjustment is $(319,033)

Finally, the Company is proposing to reduce debt issuance costs from
$134,528 to zero. The net rate base impact of this adjustment is $(134,528).
WHAT ARE THE PROPOSED REVENUE REQUIREMENTS AND RATE
INCREASES FOR THE COMPANY, STAFF, AND RUCO AT THIS STAGE
OF THE PROCEEDING?

For the water division, the proposed revenue requirements and proposed rate
increases are as follows:

Revenue Requirement Revenue Incr.

% Increase

Company-Direct $13,983,148 $7,508,146 115.96%
Staff $11,803,750 $5,328,747 81.82%
RUCO $10,923,684 $4,044,974 58.80%
Company Rebuttal $13,637,738 $6,759,028 98.26%

For the wastewater division, the proposed revenue requirements and

proposed rate increases are as follows:

Revenue Requirement

Revenue Incr.

% Increase

Company-Direct $11,347,975 $4,991,601 78.53%
Staff $9,197,992 $2,841,618 44.71%
RUCO $8,169,592 $1,810,405 28.47%
Company Rebuttal $11,132,993 $4,776,618 75.15%




1 | III. RATE BASE

2 A.  Water Division Rate Base

31 Q. WOULD YOU PLEASE IDENTIFY THE PARTIES’ RESPECTIVE RATE

4 BASE RECOMMENDATIONS FOR THE WATER DIVISION?

51 A. Yes, for the water division the rate bases proposed by the parties proposing a rate

6 base in the case, the Company, Staff and RUCO, are as follows:

7 OCRB FVRB

8 Company-Direct $37,924,592 $37,924,245

9 Staff $37,218,182 $37,218,182
10 RUCO $37,222,878 $37,222,878
11 Company Rebuttal $37,502,569 $37,502,569
12 None of the other parties has made a specific proposal regarding rate base,
13 revenues or expenses.

14 1. Plant-in-Service.

15| Q. WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED
16 ORIGINAL COST RATE BASE FOR THE WATER DIVISION, AND
17 IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF
18 AND/OR RUCO?

19 | A. The Company’s rebuttal rate base adjustments to the water division’s OCRB are
20 detailed on rebuttal schedules B-2, pages 3 through 6. Rebuttal Schedule B-2, page
21 1 and 2, summarize the Company’s proposed adjustments and the rebuttal OCRB.
22 Rebuttal B-2 adjustment 1, as summarized on Rebuttal Schedule B-2, page

| 23 2, consists of three adjustments labeled as “A”, “B”, “C”, “D” and “E” on Rebuttal
24 Schedule B-2, page 3.
25 Adjustment A reflects an increase to PIS for post test year plant totaling
26 $18,805. This plant is for the new arsenic treatment facilities. Staff has made
UG 6




1 similar adjustments." RUCO has not made a similar adjustment. However, all the
2 parties include post test year arsenic treatment plant costs in rate base.
31| Q. PLEASE CONTINUE.
4 1 A. Adjustment B, of rebuttal B-2 adjustment 1, reflects a decrease to PIS of $78,879
5 to remove the costs of the Litchfield Greens Booster Station. This booster station
6 has not been in service since 2003. Both Staff and RUCO propose similar
7 adjustments to PIS%, however, the Company and RUCO treat the removal of the
8 booster station as a retirement whereas Staff does not.”> I will address this later in
9 my testimony in my discussion of the Company proposed accumulated
10 depreciation adjustments.
11 Adjustment C, of rebuttal B-2 adjustment 1, reflects an increase to PIS of
12 $19,989 for capitalized expenses. This adjustment reflects an adoption of certain
13 RUCO proposed PIS adjustments for capitalized expenses plus additional amounts.
14 Staff has not proposed any adjustments to PIS for capitalized expenses.
15| Q. WHAT IS THE DIFFERENCE BETWEEN RUCO AND THE COMPANY
16 FOR CAPITALIZED EXPENSES?
17 | A. RUCO proposes to capitalize $9,714 of expenses. The detail of RUCO’s
18 capitalized expense can be found in RUCO’s operating income adjustment number
19 4a’ The Company agrees with RUCO to capitalize amounts related to clocks for
20 well site of $1,114 and a distribution system evaluation of $8,600. Additionally,
21 however, the Company proposes to capitalize a well spacing evaluation of $1,380,
22
23 | ' See Direct Testimony of Jeffrey M. Michlik for Water Division (“Michlik W Dt.”) at 7-8.
y 2 See RUCO Water Schedule 3, page 2 of 4, Adjustment Number 2; Michlik W Dt. at 8-9.
‘Id
‘ 25 | 4 See RUCO Water Schedule 3, page 4 of 4, Adjustment Number 23.
‘ 26 | * See RUCO Water Schedule 4, page 5 of 15, Adjustment Number 4a.
i R 7




1 well rehabilitation costs of $4,072, and a well impact analysis of $4,823. These
2 three additional amounts RUCO proposes to be removed from test year operating
3 expenses as non-recurring expense, but not capitalized. The Company believes
4 these costs are legitimately capital related as they reflect expenditures which have a
5 benefit (useful life) of more than one year.
6 | Q. PLEASE CONTINUE.
71 A. Adjustment D, of rebuttal B-2 adjustment 1, reflects the removal of $7,072 of
8 2002 office rent included in plant in service. This cost was identified by RUCO in
9 RUCO Schedule 3, page 3 of 4 (Adjustment 16). I have examined the underlying
10 documentation and agree with RUCO on the removal of office rent from plant-in-
11 service.
12 Adjustment E, of rebuttal B-2 adjustment 1, reflects an increase to PIS of
13 $21,000 for organization cost approved in the last decision. This adjustment
14 reflects an adoption of RUCO proposed PIS adjustment.® Staff has not proposed
15 any adjustment to PIS for organizational costs.
16 2.  Accumulated Depreciation.
17 | Q. PLEASE EXPLAIN YOUR ADJUSTMENTS TO ACCUMULATED
18 DEPRECIATION.
19 | A. Rebuttal B-2 adjustment 2, as summarized on Rebuttal Schedule B-2, page 2,
20 consists of three adjustments labeled as “A”, “B”, and “C” on Rebuttal Schedule B-
21 2, page 4.
22 Adjustment A reflects a decrease to accumulated depreciation for the
| 23 booster station retirement discussed earlier totaling $78,879. RUCO makes a
24 similar adjustment.7 However, because Staff does not treat the removal of the
21 See Direct Testimony of Sonn S. Rowell (“S Rowell Dt.”) at 6.
26 | 7 See RUCO Water Schedule 2, page 2 of 4. Line 19 reflects a previously recorded retirement of $6,100
N Conroari 8
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1 booster station as a retirement, Staff only removes $35,223 of related accumulated
2 depreciation rather than the entire original cost of $78,879 as would be required
i 3 with a retirement of plant.® In other words, Staff’s adjustment is not rate base
‘ 4 neutral, like the adjustments made by the Company and RUCO.
5 Adjustment B, of rebuttal B-2 adjustment 2, reflects an increase to
6 accumulated depreciation of $207 for depreciation related to test year capitalized
7 expenses (half-year convention).
8 Adjustment C, of rebuttal B-2 adjustment 2, reflects a decrease to
9 accumulated depreciation related to the office rent costs removed from PIS as
10 discussed earlier.
11 Adjustment D, of rebuttal B-2 adjustment 2, reflects a correction for
12 accumulated depreciation amounts for the various plant accounts. In its direct
13 filing, the Company inadvertently included accumulated depreciation of account
14 303 — Land and Land Rights totaling $12,145. This amount has been removed and
15 properly distributed over the depreciable plant accounts. The net adjustment to
16 accumulated depreciation is zero.
17 3. Deferred Income Taxes (DIT)
18 | Q. HAS THE COMPANY PROPOSED A REBUTTAL ADJUSTMENT TO
19 DEFERRED INCOME TAXES FOR THE WATER DIVISION?
20 | A Yes. In rebuttal B-2 adjustment 3, as shown on Schedule B-2, page 2, the
i 21 Company’s deferred income tax liability is increased by $426,709 to $448,160.
22 The increase reflects the Company’s rebuttal proposed changes to PIS,
23
24
plus the $78,879 for the booster station. The total accumulated depreciation reduction as shown is $84,979
25 | ($6,100 plus $78,979).
26 | *Michlik W Dt. at 9.
SR e 9




NeRE-CREE e S R Y B\ B

[\ TN NG TR NG T N TR NN T NG T S S T T S G Y U S S
W R WY = OO 0N Rl W N = O

26

FENNEMORE CRAIG
A PROFESSIONAL . CORPORA TIO
PHOENIX

accumulated depreciation, AIAC and CIAC. The details of the Company’s rebuttal
proposed DIT adjustment is shown on Schedule B-2, page 5.

HAVE YOU UPDATED THE APPROACH TO ESTIMATING THE TAX
VALUE OF ASSETS AT THE END OF THE TEST YEAR?

Yes. In its direct filing, the Company rolled forward the tax value at December 31,
2007 to September 30, 2008 (the end of the test year). This is a perfectly
acceptable approach and should result in similar DIT. As an alternative, the tax
value at December 31, 2008 can be rolled backward to September 30, 2008. The
Company has chosen use the “roll backward” approach to help eliminate any
disputes with Staff regarding the computation of DIT, such as occurred in the
recent BMSC rate case.’

COULD THE COMPANY HAVE USED THE “ROLL BACKWARD”
APPROACH TO COMPUTING THE TAX VALUE OF ASSETS IN ITS
DIRECT FILING?

No. The 2008 tax return information was not available because the parent
company’s consolidated returns had not been finalized at the time of the
Company’s direct filing.

WHAT IS THE PRIMARY REASON FOR THE INCREASE IN THE
DEFERRED INCOME TAXES?

Recognition of the reclassification of AIAC to Customer Meter Deposits (meter
and service installation charges) which are excluded from the AIAC component of
the DIT computation. While technically Customer Meter Deposits are AIAC,
depreciation is recognized for both book and tax purposes for these amounts

because these charges are treated as revenue for tax purposes providing a tax basis

? Transcript from June 25, 2009 hearing at 743:7-744:11; 745:10-15; 749:24-750:17, Black Mountain
Sewer Corporation, Docket No. SW-02361A-08-0609.
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1 in the assets fhese charges fund. As I have explained in other testimony'’,
2 Customer Meter Deposits should be excluded from the AIAC component in the
3 DIT computation for this reason. In the direct filing, I mistakenly assumed that the
4 Company’s Security Deposits were Customer Meter Deposits. Had I not made this
5 error in the direct filing, the DIT proposed in direct would have been similar to the
6 DIT the Company now proposes in its rebuttal filing.

7 | Q. HAVE STAFF OR RUCO PROPOSED CHANGES TO THE COMPANY’S

8 DEFERRED INCOME TAXES?

91 A. Staff has proposed the test year unadjusted DIT of $335,487. Mr. Michlik testifies
10 that the DIT is not known and measurable.'"' However, based on Staff testimony in
11 the pending BMSC rate case, where Staff accepted my methodology, I believe that
12 Staff can agree that the Company’s DIT approach is correct, even if they disagree
13 with the amount because our numbers do vary.'?

14 4. Advances-in-Aid of Construction (AIAC) and Contributions-in-
s Aid of Construction (CIAC).

Q. PLEASE DISCUSS THE COMPANY’S ADJUSTMENT TO ADVANCES-IN-
1 AID OF CONSTRUCTION AND CONTRIBUTIONS-IN-AID OF
v CONSTRUCTION?
' A. In rebuttal B-2 adjustment 4, as shown on Schedule B-2, page 2, the Company
v proposes a decrease to AIAC of $8,677 and a decrease to CIAC of $7,888. These
20 adjustments correspond to the proposed PIS retirement adjustment of $78,879 for
i; the booster station I discussed previously. Staff proposes similar decreases to
23
24 | '° See Rejoinder Testimony of Thomas J. Bourassa in Docket No. SW-02361A-08-0609 at 9-10.
’5 "' Michlik W Dt. at 11.

" Transcript from June 25, 2009 hearing at 702:3-7;739: 739:21-740:7, Black Mountain Sewer
26 | Corporation, Docket No. SW-02361A-08-0609.
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1 AIAC énd CIAC. However, VRUCO does not. RUCO has not explained why it
2 does not reduce AIAC and CIAC for the plant it agrees to retire.

3 5. Reclassification of Advances-in-Aid of Construction (ATIAC) to
4 Customer Meter Deposits.

5| Q. PLEASE DISCUSS THE COMPANY’S RECLASSIFICATION OF
6 ADVANCES-IN-AID OF CONSTRUCTION TO CUSTOMER METER
7 DEPOSITS?

81 A. In rebuttal B-2 adjustment 5, as shown on Schedule B-2, page 2, the Company
9 proposes a decrease to AIAC of $2,238,022 and an increase to Customer Meter
10 Deposits of $2,238,022. As I discussed earlier, Customer Meter Deposits are
11 technically AIAC, but I have typically shown refundable meter and service line
12 charges as a separate component of rate base under the description “Customer
13 Meter Deposits”. By doing so, the DIT computation is easier to follow and
14 compute off of the amounts shown in rate base.

15 6. Removal of Security Deposits.

16 | Q. PLEASE DISCUSS THE COMPANY’S ADJUSTMENT TO CUSTOMER
17 METER DEPOSITS FOR REMOVAL OF SECURITY DEPOSITS?

18 | A. In rebuttal B-2 adjustment 6, as shown on Schedule B-2, page 2, the Company
19 proposes a decrease to Customer Meter Deposits of $68,685. This amount is for
20 Security Deposits and as I explained earlier, it was an error on my part to include
21 these amounts in rate base because I mistakenly thought these were Customer
22 Meter Deposits. However, Security Deposits are not a rate base component.'
23 They are sometimes, and when appropriate, a component of working capital, but
24 since the Company is not proposing working capital they do not belong in rate
25 base.
26 | " See R-14-2-103, Appendix B Rate Base Schedules.
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DOES STAFF PROPOSE SECURITY DEPOSITS IN RATE BASE?

1] Q.

2| A. Yes." 1In fact, Staff proposes to increase Customer Meter Deposits from $68,685
3 to 235,683."° Again, these are Security deposits, not customer meter deposits
4 which are not included in rate base. RUCO has not proposed a change to Customer
5 Meter Deposits as originally proposed by the Company.

6 7. Debt Issuance Costs.

7| Q. PLEASE DISCUSS THE COMPANY’S ADJUSTMENT TO DEBT
8 ISSUANCE COSTS?

91 A. In rebuttal B-2 adjustment 7, as shown on Schedule B-2, page 2, the Company
10 proposes a remove debt issuance costs from rate base. While the Company
11 believes that debt issuance costs should either be included in rate base or the costs
12 be reflected in the cost of debt, the Company is removing the costs to help
13 eliminate disputes between the parties. Staff and the Company are now in
14 agreement to exclude debt issuance cost from rate base.

15 8. Remaining Rate Bases Issues.

16 | Q. PLEASE DISCUSS THE REMAINING RATE BASE ISSUES BETWEEN
17 THE PARTIES.

18 | A. The Company does not agree with RUCO’s proposed adjustments to PIS for
19 RUCO asserted unsupported capitalized affiliate labor, various invoices that could
20 not be found, and/or costs that were associated with repair work.'®
21 | Q. LET’S START WITH CAPITALIZED AFFILIATE LABOR. PLEASE

| 22 DISCUSS THE ISSUES RUCO HAS WITH THE AFFILIATE LABOR
; 23 COSTS.

Sl Michlik W Dt. at 10.
25| v

26 | '®S Rowell Dt. at 6.
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1] A First, let me explain that the capitalized affiliate profit was included in capitalized
2 affiliate labor. The profit existed because the Company charged affiliate labor at
3 market rates.'” In any case, the Company removed the capitalized affiliate profit
4 from plant costs.'®  What remains in the Company’s plant costs is capitalized
5 affiliate labor at cost.
6 RUCO finds that the Company did not adequately support the capitalized
7 affiliate labor because RUCO found discrepancies in the amounts included in the
8 Company’s B-2 water schedule and information contained in a response to RUCO
9 3.7. The apparent discrepancy is shown in Table 1 on page 20 of Ms. Rowell’s
10 direct testimony. Table 1 summaries the year-to-year capitalized affiliate profit
11 reflected on the Company’s B-2 schedule and the information provided by the
12 Company in response to RUCO data request MJR 3.7'”. Ms. Rowell admits that
13 there is not a large discrepancy in total amount of capitalized affiliate profit but still
14 takes issue with the year-to-year amounts. For example, the total capitalized
15 affiliate profit reflected in the Company’s B-2 water schedules totals $279,398 and
16 the total capitalized labor contained in the information provided in response to
17 MIR 3.7 totals $284,008 - a difference of $9,221 or 3.3%. But, as explained by the
18 Company in response to RUCO data request 3.6, the capitalized labor is first
19 recorded to construction work-in-progress (“CWIP”) and later transfer to PIS when
20 the project is placed into service. So, the year-to-yéar difference will exist when
21 the labor cost is first capitalized and when labor cost actually is reflected in PIS.
22
23
74 | " See Company Rebuttal B-2 water schedule, pages 3.5 to 3.14.
55 '* The Company’s current practice is to charge capitalized labor at cost.
" Those data request responses referenced herein are voluminous, and for this reason are not attached,
26 | however, copies were provided to Staff, RUCO, and the other intervenors who requested them.
e Eoxramtin 14
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RUCO also finds the capitalized affiliate labor information to be inadequate
because the invoices provided in response to Staff data requests 1.52 and 1.77 for

20 However, the detail of

affiliate labor contained almost no relevant information.
the capitalized labor was provided to all of the parties as part of the Company’s
work papers.21 This work paper file contained the name of the NARUC account,
the project name, the date, the labor rate, payroll burden, the total cost, and the
related affiliate profit.

WHAT ABOUT COSTS FOR VARIOUS INVOICES THAT COULD NOT
BE FOUND OR WERE FOR REPAIR WORK?

According to the notes on RUCO Water Schedule 3, pages 2, 3, and 4, for
unsupported costs it appears that RUCO disallows a $19,000 cost from Yahweh
Contracting (2001), three costs from Hughes Supply (2002) for $5,081, $4,931, and
$4,931, a cost from Courtesy Chevrolet (2002) for $14,919, and a cost from W.
Fischer (2002) for $2,750. The balance of the notes on RUCO Schedule 3 appear
to indicate that other plant costs RUCO proposes to disallow are related to repairs
that RUCO believes should not be capitalized.

LET’S START WITH THE ASSERTED UNSUPPORTED AMOUNTS
FROM YAHWEH CONTRACTING AND HUGHES SUPPLY. DO YOU
HAVE A COMMENT?

Yes. For the $19,000 cost from Yahweh Contracting, I have examined the
information contained in response to data request JMM 1.52 and have located the
invoices supporting this amount. I have included copies of these invoices at TBJ-

RB1 (Rate Base — Phase I), attached hereto. For the costs from Hughes Supply, I

[\
S~

2 g Rowell Dt. at 18.

! Work paper file “LPSCO CAP Profit from Acquisition to Sept 30 2008.xIs.” (This work paper file (and
any others cited herein) is voluminous and therefore is not attached, however, it was provided to Staff,

N
(9.}

RUCO, and the other intervenors who requested work papers.)
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1 found one invoice, not three separate invoices, contained in the response to JIMM
2 1.52 which supports the cost of $14,943 (85,081 plus $4,931 plus $4,931).
31 Q. WHY WERE THERE THREE ENTRIES IN THE PLANT LEDGER BUT
4 ONLY ONE INVOICE?
501 A Frankly, I don’t know and it doesn’t matter. The bottom line is that the three plant
6 ledger entries reference the same Hughes Supply invoice number (868500) as
7 $14,943 invoice. There is no question that this is the invoice supporting the three
8 ledger entries.?
91 Q. WHAT ABOUT THE COST FROM COURTESY CHEVROLET?
10 | A. For the $14,919 cost from Courtesy Chevrolet, I found an invoice contained in
11 response to JMM 1.52 which supports a cost of $15,225. This is the only 2002
12 invoice from Courtesy Chevrolet for transportation equipment in 2002. The lead
13 sheet (Excel file) reports a cost of $15,225.%
14 | Q. DOES RUCO HAVE A JUSTIFIABLE BASIS TO DISALLOW THESE
15 COSTS?
16 | A. No.
17 | Q. WHAT ABOUT THE INVOICE FROM W. FISCHER FOR $2,750?
18 | A. The Company identified this invoice as a missing invoice in its response to JMM
19 1.52. However, the Company believes that this cost should be allowed. JMM 1.52
20 requested plant documentation on nearly $61 million of plant going back to 2001.
21 Given the breadth of the request and the length of time, I am impressed by the
22 ability of the Company to provide nearly every invoice. As an auditor, I would not
23 find the $2,750 suspect. The ledger records contain enough information to
i 24
25 | 22 A copy of the invoice is included in TIB-RB1 (Rate Base — Phase I), attached hereto.
26 | > A copy of the invoice is included in TJB-RB1 (Rate Base — Phase I), attached hereto.
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1 determine the nature of the cost (a forklift) as well as the vendor and other
2 information to determine its reasonableness.
3| Q. PLEASE COMMENT ON CAPITALIZED REPAIR COSTS?
4 1 A. The Company does not agree with RUCO that the repair costs RUCO proposes to
5 disallow should not have been capitalized.”* Repairs that extend the life of
6 equipment and/or benefit the Company over more than one year should be
7 capitalized. This is a generally accepted accounting principle. I have examined a
8 number of the repair invoices and find that the Company was justified in
9 capitalizing these repair costs. RUCO has not provided any reasons other than that
10 these costs related to repairs as the basis for their recommended disallowance. This
11 is not sufficient justification to disallow the capitalization of cost.
12| Q. LET’S MOVE ON. PLEASE DISCUSS THE DEFERRED REGULATORY
13 ASSETS THE COMPANY PROPOSES TO INCLUDE IN RATE BASE.
14 | A. Staff proposes to exclude the Company proposed deferred regulatory assets from
15 rate base.”” As you will recall, there are deferred costs related to potential
16 contamination of the Company’s wells. The Company obtained an Accounting
17 Order (Decision 69912 (September 27, 2007)) specifically allowing these cost to be
18 deferred and considered in the Company next rate case. Staff is recommending
19 disallowance because the Company has not yet taken any legal steps to recover
20 these costs.”® However, the Company has taken action as contemplated in the
21 Accounting Order and believes that it is appropriate to begin recovery of the costs
22 incurred through the end of the test year.”” Further, the Company will continue to
23
24 ** S Rowell Dt. at 6.
* Michlik W Dt. at 14.
25| *q
76 | *’ Rebuttal Testimony of Greg Sorensen (Phase I) (“Sorensen Rb.”) at 11-12.
eieone Ce 17
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1 track future costs related to this issue and seek récovery in future rate case. Mr.
2 Sorenson discusses this issue in more detail in his rebuttal testimony.
3 RUCO is proposing to include the deferred regulatory costs in rate base.”®
4 However, RUCO reduces the deferred regulatory asset by $8,256 which RUCO
5 believes is double counted.”” The $8,256 is one year of amortization that is
6 included in the Company’s proposed operating expenses.
71 Q. HOWIS THE $8,256 DOUBLE COUNTED?
8 | A. It’s not. The $8,256 the Company proposes to be included in operating expenses
9 for purposes of determining the revenue requirement will not be reflected in rates
10 until new rates are approved. Accordingly, the deferred regulatory cost should not
11 be reduced. Conceptually, it is the same as annualized depreciation. All of the
12 parties reflect a full year of depreciation (annualized depreciation) in their
13 respective proposed operating expenses. The annualized depreciation will be the
14 depreciation expense reflected in new rates when a decision is rendered in the
15 instant case just as the $8,256 of amortization. The annualized depreciation is
16 higher than the test year actual depreciation because plant additions during the test
17 year received only a half year of depreciation. But, none of the parties propose to
18 increase accumulated depreciation in rate base for the annualized amount of
19 depreciation over and above the actual test year accumulated depreciation. By
20 reducing the deferred regulatory assets by one year of amortization because the
21 Company proposes to include amortization in rates is inconsistent with generally
22 accepted rate making principles.
23
24
25 | S Rowell Dt. at 5.
26 | Y1
omone Ce 18




| 1 B. Wastewater Division Rate Base
i 21 Q. WOULD YOU PLEASE IDENTIFY THE PARTIES’ RESPECTIVE
3 WASTEWATER RATE BASE RECOMMENDATIONS?

4 | A. Yes, for the Water Division the rate bases proposed by the parties proposing a rate

5 base in the case, the Company, Staff and RUCO, are as follows:

6 OCRB FVRB

7 Company-Direct $28,296,903 $28,296,903

8 Staff $27,472,314 $27,472,314

9 RUCO $21,248,950 $21,248,950

10 Company Rebuttal $28,034,855 $28,034,855

11 Again, the other parties have not made specific proposals for rate base.

12 1. Plant-in-Service.

131 Q. WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED

14 ORIGINAL COST RATE BASE FOR THE WASTEWATER DIVISION,

15 AND IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM

16 STAFF AND/OR RUCO?

17 | A. The Company’s rebuttal rate base adjustments to the wastewater division’s OCRB

18 are detailed on rebuttal schedules B-2, pages 3 through 6. Rebuttal Schedule B-2,

19 page 1 and 2, summarize the Company’s proposed adjustments and the rebuttal

20 OCRB.

21 Rebuttal B-2 adjustment 1, as summarized on Rebuttal Schedule B-2, page
| 22 2, consists of three adjustments labeled as “A”, “B”, and “C” on Rebuttal Schedule

23 B-2, page 3. Adjustment A, of rebuttal B-2 adjustment 1, reflects a decrease to PIS
| 24 of $554,977 to remove the costs of the Wigwam Lift Station, the Bullard Lift
‘ 25 Station, and the Litchfield Greens Lift Station. The Wigwam Lift Station, the
} 26 Bullard Lift Station, we taken out of service in 2002 and the Litchfield Greens Lift
Jeimone Cag 19
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1 Station was taken out of service in 2007. Both Staff and RUCO propose similar
2 adjustments to PIS.*® Again, though, LPSCO and RUCO treat the removal of the
3 lift stations as retirements.’’

4 Adjustment B, of rebuttal B-2 adjustment 1, reflects a decrease to PIS of

5 $38,250 for an odor control unit transfer to Black Mountain Sewer Company

6 (“BMSC”). Staff and RUCO propose a similar adjustment except that the amount

7 they propose in $38,625.°* The Company has provided the parties with further

8 documentation that supports the Company’s amount.”

9 Adjustment C, of rebuttal B-2 adjustment 1, reflects an increase to PIS of
10 $25,702 for capitalized expenses. This adjustment reflects an adoption of certain
11 RUCO proposed PIS adjustments for capitalized expenses plus additional amounts.
12 Staff has not proposed any adjustments to PIS for capitalized expenses.

131 Q.  WHAT IS THE DIFFERENCE BETWEEN RUCO AND THE COMPANY

14 FOR CAPITALIZED EXPENSES?

15 | A. RUCO proposes to capitalize $17,124 of expenses.”’ The detail of RUCO’s

16 capitalized expense can be found in RUCO’s operating income adjustment number

17 4a.®> The Company agrees with RUCO to capitalize amounts related to generator

18 duct fabrication and installation of $5,004, installation of a rebuilt pump of $1,530,

19 the cost of new reinforced strainer baskets of $4,864, the cost of a fence and

20 | % See RUCO Wastewater Schedule 3, page 2 of 4, Adjustment Number 3 and 4 which totals $544,977.
According to Staff the total is $554,977. See Direct Testimony of Jeffery M. Michlik for Wastewater

21 | Division (“Michlik WW Dt.”) at 7.

22 |

73 *2 See RUCO Wastewater Schedule 3, page 2 of 4, Adjustment Number 5; see Michlik WW Dt. at 8.

| 3% Information was provided to Staff and RUCO on November 27, 2009. The documentation is attached

24 || hereto as TIB-RB2 (Rate Base — Phase I. The final schedules in the BMSC rate case will reflect the
updated cost and related accumulated depreciation.

25 | % See RUCO Wastewater Schedule 3, page 2 of 4, Adjustment Number 6 and 7.

26 | *° See RUCO Wastewater Schedule 4, page 5 of 15, Adjustment Number 4a.
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1 installation of $3,725, the cost of odor monitor site plant and pole of $1,450, and
2 the cost of odor monitor legal description and map of $550. Additionally,
3 however, the Company proposes to capitalize a filter system repair of $8,054, and
4 the cost of work on a UV system of $525. These two additional amounts RUCO
5 proposes to be removed from test year operating expenses as non-recurring
6 expense, but not capitalized. The Company believes these costs are legitimately
7 capital related as they reflect expenditures which have a benefit (useful life) of
8 more than one year.
9 2. Accumulated Depreciation.
10 | Q. PLEASE EXPLAIN YOUR ADJUSTMENTS TO ACCUMULATED
11 DEPRECIATION.
12 | A. Rebuttal B-2 adjustment 2, as summarized on Rebuttal Schedule B-2, page 2,
13 consists of three adjustments labeled as “A”, “B”, and “C” on Rebuttal Schedule B-
14 2, page 4.
15 Adjustment A reflects a decrease to accumulated depreciation for the lift
16 station retirements discussed earlier totaling $554,977. RUCO makes a similar
17 adjustment although I believe RUCO’s adjustment is incorrect.’® However,
18 because Staff does not treat the removal of the lift stations as retirements, Staff
19 only removes $182,696 of related accumulated depreciation rather than the entire
| 20 original cost of $554,977 as would be required with a retirement of plant.>’ In this
21 fashion, Staff lowers rate base, as compared to LPSCO and RUCO’s plant
22 retirements, which are rate base neutral.
23
% See RUCO Wastewater Schedule 2, page 2 of 4. Line 19 reflects and 2002 adjustment of $780,874, but
24 | it should be $790,874 consisting of a previously recorded 2002 retirement of $332,823 plus $458,051 for
the 2002 retirement of the Wigwam and Bullard lift stations. Also, the adjustment for the 2007 retirement
25 | of the Litchfield Greens Lift Station totaling $96,926 is missing.
| 726 | *" Michlik WW Dt. at 9.
o Craig 21




1 Adjustment B, of rebuttal B-2 adjustment 2, reflects a decrease to
2 accumulated depreciation of $11,040 for depreciation related to the odor control
3 unit transfer to BMSC discussed earlier.
4 Adjustment C, of rebuttal B-2 adjustment 2, reflects a decrease to
5 accumulated depreciation of $8,003 for cost related to the decommissioning
6 (removal of) the Litchfield Green Lift Station that was recorded in expense during
7 the test year. This is the proper regulatory treatment of these types of costs. As I
8 will discuss, I have removed this cost from test year expenses. RUCO identified
9 this cost as a non-recurring expense for the test year and also removed this cost
10 from operating expenses.® However, RUCO has not proposed an adjustment to
11 accumulated depreciation.
12 Adjustment D, of rebuttal B-2 adjustment 2, reflects an increase to
13 accumulated depreciation of $705 for depreciation related to test year capitalized
14 expenses (half-year convention) as discussed previously.
15 3. Deferred Income Taxes (DIT)
16 | Q. HAS THE COMPANY PROPOSED A REBUTTAL ADJUSTMENT TO
17 DEFERRED INCOME TAXES FOR THE WASTEWATER DIVISION?
18 | A. Yes. In rebuttal B-2 adjustment 3, as shown on Schedule B-2, page 2, the
19 Company’s deferred income tax liability is increased by $319,033 to $335,020.
20 The increase reflects the Company’s rebuttal proposed changes to PIS,
21 accumulated depreciation, AIAC and CIAC. The details of the Company’s rebuttal
22 proposed DIT adjustment is shown on Schedule B-2, page 5. As I explained
23 previously, the Company’s DIT computation also reflects an updated tax value of
24
25
26 | ** See RUCO Wastewater Schedule 4, page 5 of 19, Operating Income Adjustment 4a.
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1 assets starting with 2008 tax information and a correction to the AIAC balance
2 contained in the computation.
3| Q. HAS STAFF OR RUCO PROPOSED CHANGES TO THE COMPANY’S
4 DEFERRED INCOME TAXES FOR THE WASTEWATER DIVISION?
510 A. As with the water division rate base, Staff has proposed the test year unadjusted
6 DIT of $335,487 claiming that the DIT amount is not known and measurable.”
7 Again, Staff just agreed with my methodology in the BMSC case and will
8 hopefully do so again in this case.
9 4. Advances-in-Aid of Construction (ATAC) and Contributions-in-
10 Aid of Construction (CIAC).
11 | Q. PLEASE DISCUSS THE COMPANY’S ADJUSTMENT TO ADVANCES-IN-
12 AID OF CONSTRUCTION AND CONTRIBUTIONS-IN-AID OF
13 CONSTRUCTION?
14 | A. In rebuttal B-2 adjustment 4, as shown on Schedule B-2, page 2, the Company
15 proposes a decrease to AIAC of $16,649 and a decrease to CIAC of $93,346.
16 These adjustments correspond to the proposed PIS retirement adjustment of
17 $554,977 for the lift stations I discussed previously. Staff proposes similar
18 decreases to AIAC and CIAC. However, RUCO does not. RUCO has not
19 explained why it does not reduce AIAC and CIAC for the retired lift stations.
20 5.  Removal of Security Deposits.
21 | Q. PLEASE DISCUSS THE COMPANY’S ADJUSTMENT TO CUSTOMER
22 METER DEPOSITS FOR REMOVAL OF SECURITY DEPOSITS.
| 23 1 A In rebuttal B-2 adjustment 6, as shown on Schedule B-2, page 2, the Company
24 proposes a decrease to Customer Meter Deposits of $68,685. This amount is for
25
26 | Michlik WW Dt. at 11.
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1 Security Deposits, aﬁd as | explained earlier, it was an error on my part to include
‘ 2 these amounts in rate base because I mistakenly thought these were Customer
j 3 Meter Deposits.
4 | Q. DOESSTAFF AND/OR RUCO PROPOSE SECURITY DEPOSITS IN RATE
5 BASE?
6| A. Yes.*? In fact, Staff proposes to increase Customer Meter Deposits from $68,685
7 to 81,798.4! Again, these are Security deposits, not customer meter deposits which
8 are not included in rate base. RUCO has not proposed a change to Customer Meter
9 Deposits as originally proposed by the Company.
10 6. Debt Issuance Costs.
11 | Q. PLEASE DISCUSS THE COMPANY’S ADJUSTMENT TO DEBT
12 ISSUANCE COSTS.
13 | A. In rebuttal B-2 adjustment 7, as shown on Schedule B-2, page 2, the Company
14 proposes a remove debt issuance costs from rate base for the same reason I
15 indicated earlier - to help eliminate disputes.
16 7. Remaining Rate Bases Issues.
17 | Q. PLEASE DISCUSS THE REMAINING RATE BASE ISSUES BETWEEN
18 THE PARTIES.
19 | A. The Company does not agree with RUCO’s proposed adjustments to PIS for
20 RUCO asserted unsupported capitalized affiliate labor and/or costs that were
21 associated with repair work.*
22
23
ol I Michlik WW Dt. at 9.
25|
26 | **SRowell Dt. at 12.
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|
|
| |
1 | Q. LET’S START WITH CAPITALIZED AFFILIATE LABOR. PLEASE
2 DISCUSS THE ISSUES RUCO HAS WITH THE AFFILIATE LABOR
3 COSTS.
4 | A. I have already explained the nature of the capitalized labor costs earlier. As with
5 the water division, RUCO finds the Company did not adequately support the
6 capitalized affiliate labor for the Wastewater Division because it found
7 discrepancies in the amounts included in the Company’s B-2 wastewater schedule
8 and information contained in a response to RUCO 3.7. The apparent discrepancy
9 is shown in Table 1 on page 20 of Ms. Rowell’s direct testimony. Table 1
10 summaries the year-to-year capitalized affiliate profit reflected on the Company’s
11 B-2 wastewater schedule and the information provided by the Company in
12 response to RUCO data request MJR 3.7. But Ms. Rowell admits that there isn’t a
13 large discrepancy in the total amount of capitalized affiliate profit but takes issue
14 with the year-to-year amounts.
15 For example, the total capitalized affiliate profit reflected in the Company’s
16 B-2 water schedules totals $651,163 and the total capitalized labor contained in the
17 information provided in response to MJR 3.7 totals $655,330 - a difference of
18 $4,167 or 0.6%. But, as explained by the Company in response to RUCO data
19 request 3.6, the capitalized labor is first recorded to construction work-in-progress
20 (“CWIP”) and later transferred to PIS when the project is placed into service. So,
21 the year-to-year difference will exist when the labor cost is first capitalized and
22 when labor cost actually is reflected in PIS.
23 RUCO also finds the capitalized affiliate labor information to be inadequate
24 because the invoices provided in response to Staff data requests 1.52 and 1.77 for
25 affiliate labor contained almost no relevant information.” However, as explained
26 | * s Rowell Dt. at 18.
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’ 1 above, the detail of the capitalized labor was provided to all of the parties as part of
2 the Company’s work papers and contained all the needed information.**
3| Q. PLEASE COMMENT ON THE CAPITALIZED REPAIR COSTS?
41 A. The Company does not agree with RUCO that the repair costs is proposes to
5 disallow should not have been capitalized. I have discussed the reasons why earlier
6 in my testimony and will not repeat them here.
71 Q. OK. LET’S MOVE ON. RUCO IS PROPOSING TO REMOVE $1,230,049
8 FROM PLANT IN SERVICE TO ADJUST FOR DIFFERENCES IN THE
9 STARTING BALANCE OF PLANT-IN-SERVICE. DO YOU HAVE A
10 COMMENT?
11 | A. Yes. RUCO proposes to eliminate $1,230,049 of cost for plant because it believes
12 its recommended plant balance should be the starting balance from the last case.”
13 However, the evidence contradicts RUCO’s position. The $1,230,049 of cost was
14 related to a sewer line that was part of CWIP at the end of the last test year, but was
15 actually placed into service during the test year.*® As a result, RUCO’s adjustment
16 effectively eliminates plant found by Staff in the last rate case to be used and useful
17 and included in rate base.”’ I have included as a copy of the rate base schedule
18 from Staff’s surrebuttal filing in the last rate case as TJB-RB3 (Rate Base — Phase
19 I), which schedule matches the Company’s starting balance of wastewater division
20 PIS and accumulated depreciation as found on the Company’s wastewater
21 Schedule B-2, page 3.4.
22
3 * Work paper file “LSPCo CAP Profit from Acquisition to Sept30 2008 xIs.”

* S Rowell Dt. at 11.
24 | 4 5S¢ Rebuttal Testimony of Dan L. Neidlinger in Docket W-01428A-01-0487 and SW-01428A-01-0487
25 at 7, Rebuttal Testimony of David W, Ellis in Docket W-01428A-01-0487 and SW-01428A-01-0487 at 3.
6 ‘;1 gee Surrebuttal Testimony of Roger D. Nash in Docket W-01428A-01-0487 and SW-01428A-01-0487
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1 | Q. WASN'T THE LAST RATE CASE BASED ON A SETTLEMENT?
2| A. Yes, and, I agree with RUCO that it was difficult to determine the starting balance
3 of plant for the wastewater division as a result. But, the best evidence of a starting
4 balance of plant is Staff’s schedule.*® RUCO’s starting balance of plant in the last
5 case was not the result of over a dispute about whether the plant existed or its cost,
6 but rather a dispute about whether the costs should be included in rate base.*
7| Q. ARE THERE ANY OTHER REMAINING RATE BASE DISPUTES WITH
8 RUCO.
91 A. Yes. RUCO proposes to exclude $36,500 of cost related to work performed by
10 Pacific Advanced Civil Engineering related to the permitting of the Palm Valley
11 Water Reclamation Facility (“PVWRF”).”® The Company disagrees as addressed
12 in more detail in the rebuttal testimony of Mr. Sorenson.”’
13} Q. DOESN’T RUCO PROPOSE TO REMOVE NEARLY $3.5 MILLION OF
14 COST RELATED TO THE PVWREF?
15 | A. Yes.”> RUCO recommends that 50% of the cost be disallowed because these costs
16 are related to correcting design problems with the PVWRF.” The Company
17 disagrees with RUCO. This issue is also addressed in more detail in the rebuttal
18 testimony of Mr. Sorenson.’ ¥
19
200 % Both Staff and the Company ultimately agreed that the full $1,230,049 was useful and useful plant in
21 || service for the test year in the last case.
- :;g?eats;rrebuttal Testimony of Timothy J. Coley in Docket W-01428A-01-0487 and SW-01428A-01-
23 | ¥ S Rowell Dt. at 11-12.
51
24 ) j;r:::?? Rb. at 18-20.
25 | * See Direct Testimony of Mathew Rowell (“M Rowell Dt.”) at 4-6.
26 | * Sorensen Rb. at 14-15.
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1 | Q. PLEASE RESPOND TO RUCO’S RECOMMENDATION TO INCREASE
2 CIAC FOR THE WASTEWATER DIVISION BY $597,670. |
30 A. RUCO recommends increasing the wastewater division CIAC balance by 597,670
4 because the Company failed to include this amount in rate base.”> However,
5 RUCO is incorrect. The $597,670 was properly included in the water division rate
6 base. As evidenced by the Company’s response to Staff data request IMM 1.28,
7 the $570,670 was related to expired AIAC (refundable line extension agreement).
g | Q. BUT DIDN’T THE COMPANY’S RESPONSE TO STAFF DATA REQUEST
9 JMM 1.27 INDICATE THAT THE WASTEWATER DIVISION’S CIAC
10 BALANCE WAS $19,334,802 AND NOT $18,737,132 AS SHOWN ON THE
11 COMPANY’S WASTEWATER RATE BASE SCHEDULE?
12 | A. Yes. The response to JMM 1.27 indicated the CIAC balance for the wastewater
13 division was higher by $597,670. But JMM 1.27 also indicated that the water
14 division CIAC was lower by $597,670.
15 | Q. PLEASE EXPLAIN.
16 | A. The response to JMM 1.27 also indicated that the water division’s CIAC balance
17 was $2,506,398 and not $3,104,068 as shown on the Company’s water division rate
18 base schedule in its direct filing. Putting aside the fact that the $597,670 is related
19 to water division CIAC, if RUCO were consistent, it should have recommended
20 that the water division CIAC be decreased by $597,670 and that the wastewater
21 division CIAC be increased by $597,670. But, again, the Company’s respective
22 rate base schedules for the water and wastewater division already reflect the correct
23 level of CIAC and do not need to be adjusted.
24
\ 25

26 5§ Rowell Dt. at 11.
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1§ IV. INCOME STATEMENT
2 A. Water Division Revenue and Expenses.
31 Q- WOULD YOU PLEASE DISCUSS THE COMPANY’S WATER DIVISION
4 PROPOSED ADJUSTMENTS TO REVENUES AND EXPENSES AND
5 IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF
6 AND/OR RUCO?
71 A. The Company rebuttal adjustments for the Water Division are detailed on Rebuttal
8 Schedule C-2, pages 1-14. The rebuttal income statement with adjustments is
9 summarized on Rebuttal Schedule C-1, page 1-2.
10 Rebuttal adjustment 1 increases depreciation expense. Depreciation expense
11 is lower primarily due to the impacts of the Company proposed rebuttal
12 adjustments to plant-in-service. The difference in depreciation expense compared
13 to RUCO is primarily due to a difference in the respective parties proposed PIS.
14 The difference in depreciation expense compared to Staff is primarily due to a
15 difference in the respective party’s computation of CIAC amortization. Staff uses
16 a composite depreciation rate for all depreciable PIS where as the Company uses
17 account specific rates for the plant accounts funded with CIAC. The Company
18 disagrees with Staff’s method of computing amortization in the instant case.
191 Q-  WHY?
20 | A Composite depreciation rates should be used when the CIAC amounts have not
‘ 21 been specifically identified with the plant accounts. Historically, the Company has
22 tracked its CIAC with the specific plant accounts and there is no reason to change
23 the practice of using the depreciation rates for these plant accounts to amortize
24 CIAC in the instant case.
25
26
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1| Q. PLEASE CONTINUE.
2 Rebuttal adjustment number 2 increases property tax expense and reflects the
3 rebuttal proposed revenues. Staff and the Company are in agreement on the
4 method of computing property taxes. This method utilized the ADOR formula and
5 inputs two years of adjusted revenues plus one year of proposed revenues. I
6 computed the property taxes based on the Company’s proposed revenues, and then
7 used the property tax rate and assessment ratio that was used in the direct filing.
8 Amazingly, RUCO uses the test year revenues and two historical years of
9 revenues (2006 and 2007). This is the same method RUCO argued for nearly a
10 decade, but recently appeared to drop in the face of uniform rejection by the
11 Commission. The Commission determines property taxes using historical and
12 projected revenues.>®
13 | Q. IS RUCO’S POSITION CONSISTENT WITH THEIR POSITION IN THE
14 RECENT BLACK MOUNTAIN SEWER CASE?
15| A. No. In that case RUCO proposed that property taxes be computed using one year
16 of proposed revenues and two years of historical revenues.
17 | Q. HAS RUCO EXPLAINED WHY IT IS NOW GOING BACK TO A
18 METHOD THAT HAS BEEN REJECTED IN THE PAST?
19| A, No.”
20 | Q. PLEASE CONTINUE.
21 | A. Rebuttal adjustment number 3 removes meals and entertainment expenses
22 from miscellaneous expense. The adjustment reflects the Company acceptance of
23
24
25 | * See, e.g., Decision No. 64282 at 12-13; Decision No. 65350 at 15-16.
26 I >’ S Rowel Dt.at 9 and 17.
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1 Staff proposed adjustment for meals and entertainment expenses.”® RUCO has not
2 proposed a similar adjustment.
3 Rebuttal adjustment number 4 increases bad debt expense reflecting a
4 normalized level of bad debt expense proposed by Staff.”* RUCO has not proposed
5 a similar adjustment.
6 Rebuttal adjustment number 5 normalizes fuel for power production
7 expenses and reduces expense by $20,309. RUCO proposes to disallow $56,381 of
8 fuel for power expenses incurred during the test year because they are non-
9 recurring. However, the Company believes these are typical and recurring
10 expenses and seeks to help minimize issues between the parties by normalizing the
11 expense.
12 Rebuttal adjustment number 6 reflects the adoption of RUCO proposed
13 adjustment to revenues for the City of Goodyear (“Goodyear”). While the
14 Company believes that Goodyear will not be a customer in the future, at the present
15 time Goodyear is still receiving service.
16 Rebuttal adjustment number 7 reduces chemical expense for expenses that
17 occurred outside the test year. RUCO proposes a similar adjustment totaling
18 $2,309.60 However, RUCO’s adjustment contains errors. A review of the invoices
19 identified by RUCO®' and the Company’s general ledger® indicates that all of the
20 amounts with the exception of a $305 invoice from Hills Brothers Chemicals are
21 reversed out and are not included in the test year expense. Staff does not propose a
22 similar adjustment.
23 | *® Michlik W Dt. at 20.
‘ 24 || ¥ 1d at20-21.
1 55 8 Rowell Dt. at 7.
6! See RUCO Water Schedule 3, page 4 of 15.
26 | © See Company response to Staff data request JMM 1.40.
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‘ 1 Rebuttal adjustment number 8 reduces contractual services —other expense

‘ 2 by $19,989 for Company proposed capitalized expenses. RUCO makes a similar
3 adjustment for capitalized expenses totaling $9,714.* RUCO also proposes to
4 remove from expense an additional $19,912 for non-recurring expenses.64 The
5 Company’s adjustment of $19,989 includes $10,275 of the RUCO’s asserted non-
6 recurring expenses.
7 | Q. WHAT IS THE REMAINING AMOUNT OF EXPENSE IN DISPUTE?
g I A. The total expense RUCO recommends be disallowed in operating expenses is
9 $29,625 ($9,814 plus $19,912). The Company recommends $19,989 of these costs
10 be removed from expense and capitalized leaving a difference of $9,636 ($29,625
11 minus $19,989). The Company believes the remaining $9636 reflects the nature
12 and level of expense the Company expects to incur on a going forward basis and
13 therefore the costs should be allowed in operating expense.
14 Adjustment number 9 reduces contractual services — other which reflect a
15 portion of the $8,451 RUCO seeks to remove from expense.®
16 | Q. WHAT ARE THE EXPENSES INCLUDED IN RUCO’S PROPOSED
17 ADJUSTMENT THAT THE COMPANY AGREES TO REMOVE?
18 | A. The Company agrees to remove the allocated portion expenses related to a holiday
19 party and the costs for Diamondbacks games. RUCO seeks to exclude the costs of
20 dues and memberships, business publications, and travel. The Company believes
21 these are prudent and necessary expenses.

| 22
23
#1 s See RUCO Water Schedule 3, page 5 of 15, lines 1-4.
25 | % See RUCO Water Schedule 3, page 5 of 15, lines 7-15.
26 | * See RUCO Water Schedule 3, page 7 of 15.
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1] Q. PLEASE CONTINUE.

21 A. Rebuttal adjustment 10 reflects an increase to the allocated affiliate central office

3 costs and reflects actual cost incurred by the central office for the test year of

4 $5,125,785.66 The Company’s adjustment is detailed on Rebuttal Schedule C-2,

5 page 11.

6| Q. DID THE COMPANY REMOVE THE COSTS OF CHARITABLE

7 CONTRIBUTIONS, ENTERTAINMENT EXPENSES, AWARDS, AND IRS

8 PENALTIES FROM ITS CENTRAL OFFICE ALLOCATION POOL?

91 A.  Yes. The Company removed $191,828 of costs Staff recommends to be disallowed
10 in operating expenses.67

11 | Q. PLEASE COMMENT ON STAFF’S ADJUSTMENT FOR ALLOCATED
12 CENTRAL OFFICE COSTS?

13 | A Staff is recommending an expense level of $1,595 based on an adjusted central
14 office allocation pool of $113,224 and an allocation factor of 1.41 percent. Staff’s
15 allocation method and analysis of the benefits to LPSCO’s water and wastewater
16 divisions is flawed. Staff eliminates 97 percent of the central office cost allocation
17 pool before allocating the remaining 3 percent to LPSCO’s water and wastewater
18 divisions. As I testified in the pending BMSC rate case, APIF incurs the central
19 office cost for the benefit of its subsidiary businesses. APIF provides management,
20 financial, audit, tax, legal resources, and corporate governance for all of its
21 subsidiary businesses that would otherwise be incurred if they were a stand-alone
22 business. In other words, but for the subsidiary business APIF would not have
23 central office costs. But the real benefit under the APIF model is there enormous
24 economies of scale that are achieved.

‘ 25 | See Company response to Staff data request JMM 5.5.
1 26 |  Michlik W Dt. at 18.
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PLEASE COMMENT ON RUCO’S ADJUSTMENT TO ALLOCATED
CENTRAL OFFICE COSTS?

In its direct testimony, RUCO recommends disallowing all the central office costs
for the water division.®® RUCO agrees with the cost allocation methodology for
Liberty Water, but disallows all of the cost allocation from Algonquin Power Trust
(“APT”).® RUCO bases its recommended disallowance of central office cost
allocation on several factors. First, RUCO claims it could not reconcile the
Company indicated central office cost allocation of $250,979 with the amounts
based on the Company’s billings for central office costs of $291,708.”° Second,
RUCO claims that during the test year, the Company increased its central office
cost billings without providing any explanation.”’ Third, RUCO asserts the central
office cost invoices do not contain sufficient detail.”” Finally, RUCO claims that
the Company has not sufficiently explained the central office costs to determine
whether the services provided are necessary for the provision of service of
LPSCO.”

PLEASE RESPOND TO RUCO’S CRITICISMS OF THE CENTRAL
OFFICE COST ALLOCATION?

With respect to the first criticism, RUCO is correct that the actual Water Division
central office costs for the test year were $291,708. The $250,979 was based on a
2008 calendar year budget. RUCQO’s inability to reconcile those numbers stems

from RUCO’s failure to understand that those numbers apply to a different time

8 M Rowell Dt. at 13.
% M Rowell Dt. at 12-13.

" Id.
" Id.
72 ]d
73 ]d

34




1 periods. As noted, the $250,979 amount is for the budgeted central office costs for
2 the 2008 calendar year (January through December 2008) whereas the $291,708
3 amount is for billed central office costs during the test year (September 2007-
4 October 2008). As I testified earlier, the central office costs have now been trued-
5 up to the actual test year central office costs incurred. Based on the Company’s
6 rebuttal adjustment discussed previously, the correct allocation based on actual test
7 year cost is $310,479.7
8 | Q. PLEASE RESPOND TO RUCO’S OTHER CRITICISMS OF THE
9 CENTRAL OFFICE COST ALLOCATION?
10 | A. RUCQ’s second criticism is without merit. On this point, RUCO asserts that it
11 failed to explain or justify the increase in management fees from its affiliates.
12 RUCO admits that that the new method of cost allocation was not through the test
13 year.” The increase in the central office management fees during the test year is
14 irrelevant because the increased fees were the result of increased costs. As I
15 discussed previously, the actual central office cost pool for the test year is over $5
16 million and the water division’s allocated cost is much higher. It would appear that
17 the management fee increase was justified since the allocated central office cost of
18 $310,479 is much higher than the test year fees of $291,708.
19 RUCO’s third and fourth criticisms also are without merit. I have examined
20 the documentation and there is sufficient detail to determine the nature and
21 amounts of the cost incurred by APT for the benefit of its subsidiaries.”® A full
22 description of the cost categories was also provided to RUCO.”
23
24 7 See Rebuttal Schedule C-2, page 11, Adjustment Number 11.
" Id at9.
25 | 7 See Company response to Staff data request JMM 5.5.
26 || 7 See Company response to Staff data request IMM 5.3.
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\ . ARE THERE ANY APPLICABLE REGULATORY GUIDELINES

1] Q
2 RELATING TO SUPPORTING ITS AFFILIATE COST ALLOCATIONS
3 AND DID LPSCO FOLLOW THEM?
4| A. Yes, and in my opinion, LPSCO complied with the applicable regulatory
5 guidelines in supporting and detailing its affiliate cost allocations. Specifically, I
6 believe that LPSCO complied with the National Association of Regulatory Ultility
7 Commissioners (“NARUC”) 1996 Uniform System of Accounts for Class A Water
8 Utilities, which states in paragraph 15 that “Each utility shall keep its accounts and
9 records so as to be able to furnish accurately and expeditiously statements of all
10 transactions with associated companies. The statements may be required to show
11 the general nature of the transactions, the amounts involved therein and the
12 amounts included in each account prescribed herein with respect to such
13 transactions.” In my opinion, LPSCO’s affiliate cost documentation meets the
14 NARUC System of Accounts. I also believe the LPSCO’s affiliate cost allocation
15 methodology meets the NARUC Guidelines for Cost Allocations and Affiliate
16 Transactions.
17 | Q. PLEASE CONTINUE.
18 | A. Rebuttal adjustment 11 reflects the synchronization of interest expense with the
19 Company’s proposed rate base.
20 Rebuttal adjustment 12 reflects income taxes at Company’s proposed rates.
21 1. Remaining Revenue and Expense Issues.
22 | Q. PLEASE IDENTIFY ANY REMAINING ISSUES IN DISPUTE WITH
23 RUCO AND/OR STAFF.
24 | A RUCO recommends that $153,174 of allocated costs for the Water Division from
25 Liberty Water (formerly AWS) be disallowed.”® One of the reasons RUCO uses to

26 8 M Rowell Dt. at 12.
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1 justify the disallowance is that the Costs cannot be reconciled to the test year.79
2 However, these Liberty Water allocated costs do reconcile. Let me explain. In
3 Table 3 on page 10 of Mr. Rowell’s direct testimony, Mr. Rowell shows the total of
4 the allocated contract services for the Water Division from Liberty Water from as
5 $1,520,179. In addition, Mr. Rowell shows the Recon fees to 4-factor for the
6 Water Division as $728,574 which is also found in Table 3 but located on page 11
7 of his testimony. The two amounts total $2,248,753 which is the amount recorded
8 in the test year for the Water Division. Below is the detail of the test year recorded
9 costs:*
10 Account/Description Amount
8600-2-0100-69-5200-0110 Contractual Services-AWS 510,643.02
11 8600-2-0100-69-5200-0120 Admin Allocation — AWS 728,574.18
12 8600-2-0100-50-5200-0110 Contractual Services-AWS 1.009.535.94
Total 2,248,753.14
13
14 In the Company direct filing, these costs were trued-up to the new cost -allocation
15 methodology cost of $1,942,519 by a reduction to the test year expenses of
16 $306,234.8" The $1,942,519 is the same amount contained the documentation
17 provided to RUCO.*
18 | Q. WHAT OTHER REASON DOES RUCO PROVIDE FOR
19 RECOMMENDING DISALLOWANCE OF $153,714 OF ALLOCATED
20 LIBERTY WATER (AWS) COSTS?
21
21 .
23 | %0 Spe Company work paper file “Item #23 LPSCO Income Statement Comp by Segment 2005 2006 2007
‘ 24 2008.x1s” provided in response to Staff data request JMM 2-10.
81 See Direct Schedule C-2, page 12, Adjustment Number 11.
25 | # See also Company response to RUCO data request MJR 3.3(b).
26
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T 1| A. That the Company did not provide an explanation of what the allocations were.®
2 However, RUCO was provided an explanation of costs and how the various types
3 of cost are allocated under the new methodology.** Put simply, RUCO claims that
4 LPSCO did not explain exactly what costs were included in the “Recon fees to 4
5 factor.” For that reason, RUCO disallowed the $153,714. Again, however, RUCO
6 and Mr. Rowell simply did not understand that the “Recon fees to 4 factor” was a
7 reconciliation and true-up of the 4 factor formula to the entire test year. In his
8 deposition, Mr. Rowell agreed that it is appropriate for LPSCO to true up and
9 reconcile the 4 factor data to the actual costs incurred.
10 | Q. PLEASE COMMENT ON DIFFERENCES BETWEEN THE PARTIES ON
11 RATE CASE EXPENSE.
12 | A. At this stage of the proceeding both the Company and Staff are proposing rate case
13 expense of $210,000 for the water division and the same amount for wastewater.
14 This is consistent with the Company’s original estimate of a total of $420,000 for
15 the entire case. However, Staff is recommending an amortization period of five
16 years and an annual level of expense in the test year of $42,000.% Mr. Michlik
17 justifies his amortization period because the Company has not filed a case in nine
18 years.®® However, as Mr. Sorensen testifies, that is not likely to happen again.”’
19 This places authorized rate case expense at risk for non-recovery if the Company
20 were to come in before Staff’s amortization period has passed.
21
22
23 | ¥ M Rowell Dt. at 12.
‘ 4 % See Company response to RUCO MIR 2.5.
%> Michlik Dt. at 18.
25| %
76 | * Sorensen Rb. at 10.
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WHAT ABOUT RUCO’S RECOMMENDATION ON RATE CASE
EXPENSE?

RUCO is recommending a $50,000 annual level of rate case expense.®® However, I
do not know how RUCO determined that amount since there is no testimony or a
detail schedule showing the computation. As a result, I am unable to respond at

this time except to say that amount is too low.

B. Wastewater Division Revenue and Expenses.
WOULD YOU PLEASE DISCUSS THE COMPANY’S WASTEWATER

DIVISION PROPOSED ADJUSTMENTS TO REVENUES AND EXPENSES
AND IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM
STAFF AND/OR RUCO?

The Company rebuttal adjustments for the Wastewater Division are detailed on
Rebuttal Schedule C-2, pages 1-14. The rebuttal income statement with
adjustments is summarized on Rebuttal Schedule C-1, page 1-2.

Rebuttal adjustment 1 increases depreciation expense. Depreciation expense
is lower primarily due to the impacts of the Company proposed rebuttal
adjustments to plant-in-service. The difference in depreciation expense compared
to RUCO is primarily due to a difference in the respective parties proposed PIS.
The difference in depreciation expense compared to Staff is primarily due to a
difference in the respective party’s computation of CIAC amortization. Staff uses
a composite depreciation rate for all depreciable PIS where as the Company uses
account specific rates for the plant accounts funded with CIAC. The Company

disagrees with Staff’s method of computing amortization in the instant case.

% See RUCO Water Schedule 4, page 1 of 15.
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1§ Q. WHY?
2| A Composite depreciation rates should be used when the CIAC amounts have not
3 been specifically identified with the plant accounts. Historically, the Company has
4 tracked its CIAC with the specific plant accounts and there is no reason to change
5 the practice of using the depreciation rates for these plant accounts to amortize
6 CIAC in the instant case.
7 1 Q. PLEASE CONTINUE.
8 Rebuttal adjustment number 2 increases property tax expense and reflects the
9 rebuttal proposed revenues. All the parties are in agreement on the method of
10 computing property taxes. This method utilized the ADOR formula and inputs two
11 years of adjusted revenues plus one year of proposed revenues. I computed the
12 property taxes based on the Company’s proposed revenues, and then used the
13 property tax rate and assessment ration that was used in the direct filing.
14 Rebuttal adjustment number 3 removes contractual services costs (Aerotek)
15 that are related to BMSC’s cost of service.
16 Rebuttal adjustment number 4 removes meals and entertainment expenses
17 from miscellaneous expense. The adjustment reflects the Company acceptance of
18 Staff proposed adjustment for meals and entertainment expenses.”” RUCO has not
19 proposes a similar adjustment.
20 Rebuttal adjustment number 5 reduces bad debt expense reflecting a
21 normalized level of bad debt expense proposed by Staff.®® RUCO has not proposed
22 a similar adjustment.
23 Rebuttal adjustment number 6 reduces contractual services —other expense
24 by $33,705 for Company proposed capitalized expenses. RUCO makes a similar
25 | * Michlik WW Dt. at 18,
26 | *°1d at19.
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\
‘ 1 adjustment for capitalized expenses totaling $17,124.°" RUCO also proposes to
| 2 remove from expense an additional $16,582 for non-recurring expenses.”
3 RUCO’S total adjustment of $33,706 ($17,124 plus $16,582) is substantially the
4 same as the Company’s adjustment of $33,705. However, RUCO also proposes to
5 remove $19,784 for effluent clean-up93, $16,428 for grounds maintenance and
6 sewer line cleaning’ which the Company disagrees. The Company believes the
7 $19,784 and the $16,428 reflect the nature and level of expense the Company
8 expects to incur on a going forward basis and therefore the costs should be allowed
9 in operating expense.
10 Adjustment number 7 reduces contractual services — other for rate case costs
11 which are already included in rate case expense. RUCO has proposed a similar
12 adjustment” and the Company is substantial agreement with the Company.
13 Adjustment number 9 reduces contractual services — other which reflect a
14 portion of the $3,128 RUCO seeks to remove from expense.”
151 Q. WHAT ARE THE EXPENSES INCLUDED IN RUCO’S PROPOSED
16 ADJUSTMENT THAT THE COMPANY AGREES TO REMOVE?
17 | A. The Company agrees to remove the allocated portion of expenses related to a
18 holiday party and the costs for Diamondbacks games. RUCO seeks to exclude the
19 costs of dues and memberships, business publications, and travel. The Company
20 believes these are prudent and necessary expenses.
21
22 | 9" See RUCO Wastewater Schedule 3, page 5 of 19, lines 1-8.
23 | % See RUCO Wastewater Schedule 3, page 5 of 19, lines 11-15.
24 » See RUCO Wastewater Schedule 3, page 5 of 19, lines 18-20.
% See RUCO Wastewater Schedule 3, page 5 of 19, lines 23-26.
‘ 25 | * See RUCO Wastewater Schedule 3, page 5 of 19, lines 29-32.
‘ 26 | * See RUCO Water Schedule 3, page 7 of 15.
EiENOn: Cane 41
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\
’ 1 | Q- PLEASE CONTINUE.
‘ 21 A. Rebuttal adjustment 10 reflects an increase to the allocated affiliate central office
‘ 3 costs and reflects actual cost incurred by the central office for the test year of
4 $5,125,785. %7 The central office costs reflected in the actual test year expenses
5 were based on a budget of approximately $3,950,800. The Company’s adjustment
6 is detailed on Rebuttal Schedule C-2, page 10.
71 Q. DID THE COMPANY REMOVE THE COSTS OF CHARITABLE
8 CONTRIBUTIONS, ENTERTAINMENT EXPENSES, AWARDS, AND IRS
9 PENALTIES FROM ITS CENTRAL OFFICE ALLOCATION POOL?
10 | A. Yes. The Company removed $191,828 of costs Staff recommends to be disallowed
11 in operating expenses.98
12| Q. PLEASE COMMENT ON STAFF’S ADJUSTMENT FOR ALLOCATED
13 CENTRAL OFFICE COSTS?
14 | A. Staff is recommending an expense level of $1,595 based on an adjusted central
15 office allocation pool of $113,224 and an allocation factor of 1.41 percent. Staff’s
16 allocation method and analysis of the benefits to LPSCO’s water and wastewater
17 divisions is flawed. Staff eliminates 97 percent of the central office cost allocation
18 pool before allocating the remaining 3 percent to LPSCO’s water and wastewater
19 divisions. As I testified in the pending BMSC rate case, APIF incurs the central
20 office cost for the benefit of its subsidiary businesses. APIF provides management,
21 financial, audit, tax, legal resources, and corporate governance for all of its
22 subsidiary businesses that would otherwise be incurred if they were a stand-alone
| 23 business. In other words, but for the subsidiary business APIF would not have
‘ 24
25 | 97 See Company response to Staff data request JMM 5.5.
26 | °* Michlik WW Dt. at 16.
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central office costs. But the real benefit under the APIF model is there enormous
economies of scale that are achieved.

PLEASE COMMENT ON RUCO’S ADJUSTMENT TO ALLOCATED
CENTRAL OFFICE COSTS?

RUCO recommends disallowing all the central office costs for the wastewater

® RUCO bases its recommended disallowance of central office cost

division.’
allocation on several factors. First, RUCO could not reconcile the Company
indicated central office cost allocation of $267,462 with the amounts based on the
Company’s billings for central office costs of $191,850."° Second, RUCO asserts
that during the test year, the Company increased its central office cost billings
without providing any explanation.’®’ Third, RUCO again asserts the central office
cost invoices do not contain sufficient detail.'® Finally, RUCO claims that the
Company has not sufficiently explained the central office costs to determine
whether the services provided are necessary for the provision of service of
LPSCO.'”

PLEASE RESPOND TO RUCO’S CRITICISMS OF THE CENTRAL
OFFICE COST ALLOCATION?

With respect to the first criticism, RUCO is correct that the actual wastewater
division central office costs for the test year were $191,850. The $267,462 was
based on a 2008 calendar year budget. As noted above, RUCO’s inability to

reconcile those numbers stems from RUCO’s failure to understand that those

% M Rowell Dt. at 13.

100 7o
101 7
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\
} 1 numbers apply to different time periods. As also noted, the $267,462 amount is for
2 central office costs for the 2008 calendar year (January-December 2008), whereas
3 the $191,850 amount is for central office costs incurred during the test year
4 (September 2007-October 2008). Based on the Company’s rebuttal adjustment
5 discussed previously, the correct allocation based on actual test year cost is
6 $343,688." T have responded to the other criticisms earlier in my testimony and
7 will not repeat that testimony here. [ would note that, again, I believe that
8 LPSCO’s documentation in support of its affiliate cost allocations meets the
9 applicable NARUC guidelines as mentioned above.
10 | Q. PLEASE CONTINUE.
11| A. Rebuttal adjustment 10 reflects the synchronization of interest expense with the
12 Company’s proposed rate base.
13 Rebuttal adjustment 11 reflects income taxes at Company’s proposed rates.
14 1.  Remaining Revenue and Expense Issues.
15 | A. RUCO recommends that $102,116 of allocated costs for the wastewater division
16 from Liberty Water (formerly Algonquin Water Services or AWS) be
17 disallowed.'” One of the reasons RUCO uses to justify the disallowance is that the
18 Costs cannot be reconciled to the test year.'”® However, these Liberty Water
19 allocated costs do reconcile. Let me explain. In Table 3 on page 10 of Mr.
20 Rowell’s direct testimony, Mr. Rowell shows the total of the allocated contract
21 services for the Wastewater Division from Liberty Water as $1,260,574. In
22 addition, Mr. Rowell shows the Recon fees to 4-factor for the wastewater division
23 as $785,716 which is also found in Table 3 but located on page 11 of his testimony.
‘ 240 See Rebuttal Schedule C-2, page 10, Adjustment 9.
‘ 25 || 19 M Rowell Dt. at 12.
l 26 | "4
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| 1 The two amounts total $1,746,290 which is the amount recorded in the test year for
2 the Wastewater Division. Below is the detail of those recorded costs:'"’
Account and Description Amount
3 8600-2-0200-69-5200-0110 Contractual Services-AWS 539,992.43
4 8600-2-0200-69-5200-0120 Admin Allocation — AWS 485,716.12
8600-2-0200-50-5200-0110 Contractual Services-AWS 720.581.27
5 Total 1,746,289.82
6
7 In the Company direct filing, these costs were trued-up to the new cost allocation
8 methodology cost of $2,092,975 by an increase to the test year expenses of
9 $346,685.1%® The $2,092,975 is the same amount contained the documentation
10 provided to RUCO.'” T also would restate what I noted above. RUCO claims that
11 LPSCO did not explain exactly what costs were included in the “Recon fees to 4
12 factor” and, therefore, Mr. Rowell disallowed $102,116 in costs. Again, however,
13 RUCO and Mr. Rowell simply did not understand that the “Recon fees to 4 factor”
14 was a reconciliation and true-up of the 4 factor formula to the entire test year. 1
15 also would restate that, in his deposition, Mr. Rowell agreed that it is appropriate
16 for LPSCO to true up and reconcile the 4 factor data to the actual costs incurred.
17
18
19 [INTENTIONALLY LEFT BLANK]
20
21
| 22
23
24 | 'Y See Company work paper file “Item #23 LPSCO Income Statement Comp by Segment 2005 2006 2007
’ 2008.xls” provided in response to JMM 2-10.
25 || 1 Gee Direct Schedule C-2, page 12, Adjustment Number 11.
26 | '” See also Company response to RUCO data request MJR 3.3(b).
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TJB-RB1
(Rate Base — Phase I)




[ 2

Job Invoice
August 20, 2001

Yahweh Countracting LL.C

7019 W, Georgia Ave.

Glendale, Az

To: LPSCO Water Co.

Address: 111 W, Wigwam Bivd.
Qty| Material | Unit | Amount

205 Honeysuckle $15,000.00

New 2” water line to wigwam outlet - Wﬂa/a’ T, oo
5 new water services 1”

Backhoe, labor, sawcut, Materials, Truck, Toolsjs/ﬂ/ o000 - f 7 Wo r/< i ,{7 da JJ

Insurance, Sales Tax
&
P””Cf & 000 =" )2, oo
RMMWOO;}' £
. MENT !
L |
"‘. o g/;_ - ‘
LapeT
~ny ] ' - /m{d‘:
Work ordered by: Conde Sluga /WG‘U .
Customer Approval: Y

Authorized Signature: '[\ o // '




- 2.6f2.

| : Job Invoice
| August 27, 2001
Yahweh Contracting LL.C
7019 W. Georgia Ave.
‘ Glendale, Az
To: LPSCO Water Co.
Address: 111 W, Wigwam Blvd.
Qty| Material | Unit | Amount
205 HONEYSUCKLE $4000.00

New 2” water line to wigwam outlet

S new water services 1”

Backhoe, labor, sawcut, Materials, Truck, Tools

Insurance, Sales Tax

Remainding balance of job
$4000.00

[ PAYMENT

APPR BY@_ DATE: 1’—2‘%

: 0
AMOUNT APPR. $ i@a—

~

4

Work ordered by: Conde Sluga

Customer Approval: /

Authorized Signature: L Aoy Ig/hvl o







HUGHES SUPPLY, INC.
P.O. Box 66970

Ban ~"|‘t %, Eruk.

RE. 5‘5511’( i D * MESA. AZ 85210 « TEL {480) 926- 0979 FAX {480) 926-3332

PAYM EN& 18 &vmxiw FAY « TUCSON. AZ 85714 « TEL. (520) 745-0561 » FAX (520) 745-4566 Phoenix, Arizona 85082-6970 TURF IRRIGATION &
6, YA " WATER WORKS SUPPL
APPR 8Y I}ATE‘ PAGE P AN  Hughes Supply, Ing_ Compi
£ NATE 11 /aR a0
AMOUNT APFR. s Bc(hﬁ) ‘t l:’\/(lfl;EYN(l‘ 26HI3HQG
TAKEN R A

COMMENTS . COUNTER BILLING

j DISTRIBUTION

SHIP TO: DYSART & INBIAN $CH00(

AGCH# ce10 pxSsnue ot -
,_4Lp$co RESERVOIR BOSTER

Lfrenrio Resegve BAOHTER
o i

'”fxégsaa Px ai'égﬁaﬁ

S SRR NLT:1@1H SHIP vxn}%éﬁ;f&e;ﬁdh§ f§&EK:G§és'g23_9355;357
ORDER NO. ORDER DATE  CUSTOMER KO. CUSTOMER P.0. NO. Sisns o .
Szasre  tersarers ewiemrmrmiaaTTTTIT T I IR e
PART NUMBER QTY SHP  BKO  DESCRIPTIAN s np5~u7m”gm8.;N[
DACVAG-800 3 MUELLER ULFM 12 FLG SWING CHECK 1708 .00 £a  5i24.06
B3BVGGH-48020 3 BUTTERFLY VALVE 12 FLG EPOXY 625 .00 A 2035 . o

INTERIOR, TNEMEC (PRIWER)
EXTERIOR COATVING, WITH
HANDWHEEL .

2BTEGG-a816 3 TEE 12x4 Fua 493 .00 EA 1879.a0
983066 ~-4800 5 aa 12" FLG 312.09 £43 1Le1q . av
Z3PLVYGG~1500 3 A"FLG PLUG VLV W/WRENCH NUT 222,00 ©£h “TGLED L B0
EPOXY LINING 2 COATS INTERIOR &
SRIME 2 COATS EXTERIOR
MILLIKEN.
CIUD-a200 6 UNIFLANGE >DIP 12 W/GSKT 78.00 Ef R8G9
J1GGF3-1690 5 FLANGE GALKET 4 FF 1/8" RUBBER 2-64 EA 1.4
3832324148 3 ECN REDUCER FLG 12X!@ DY SIGMA 285 .0@ A 155006
36073241484 3 VAL-MATIC AIQ/VACUUNM VH-i104 B85 .G 4 L5500y
36173241488 3 ROMAC 2225 12X7 NPT [APPING SOL 33.992 KA 279, D
LNVOLOE AMOUNT VARA YL R4

'4 |
‘ 5 g9 0
4 %

CSIGNATURE erien e e e 4 S et o et 2 %0 e+ e
FILE COPY PRINT NAME:
WAELGHT 5,084 L83,
TERMS & CONDITIONS OF SALE: By acceptance of goods, buyer agrees to the ing terms and conditions of sale. Pay terms are 8s noted above. Past

LEASE INTIAL ONE OF THE FOLLOWING BOXES: balances will be subject to service charges of 1¥2% per month (18% per annum). Aocounls with balances owed in excess of 60 days or which have exceeded t
establiahed credit limit may be placed on credit hold. H payment is not made when due, buyer agrees to pay ail actuai costs of collection, including all attorney

sustomer Checked Order

collaction tees incurred by Turf Irrigation & Water Works. Returned medchandise will not be accepted without prior approvai of Turf Isrigation & Water W.
:ustomer Refused o I l Supply. A minimum 1§% restocking charge will be made on accepted returned items. SPECIAL ORDER merchandise is not returnable and not cancelabl
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. INVOICE NO. 711118
CONTROL NO. 711118
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VIN: 1GCCE14W228263042
2002 CHEVROLET S10 PICKUP

INVOICE: . 16,164.53
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1,250,00

R!BA‘I‘B/CASH DWN:

- - -

,2)0 Y4 J}y »ﬂwm 15,226.46

WG = —07—
Wﬁ’ =8

9{0 moum-mm |

Q* W commTﬂl’w,r\Afj 8.

T et B
t

15,235, 46

THAN* A




TJB-RB2
(Rate Base — Phase I)




System: 11/10/08 10:59:21 aM CARBTROL Corporation - Page: 1
‘ User Date: 11/10/08 DOCUMENT INQUIRY REFORT User ID: Kellie
L Sales Order Processing

Aanges: From: :
Document Number 28331 28331
Customer ID First Last
Document Date First Last
Batch ID First Last
Document Type First Last
| Master Number First Last
Sorted By: Document Number/Document Type Include: History
* Voided
Customex ID Document Number Type Type ID Date Batch ID Subtotal Customer PO Number
Cusitomer Name - - Master No. . Trade Discount Freight Miscellaneous T ax - Total
92647-1 - 28331 - ORD STDORD 1/10/02 INVD3/11/02 . $36,125.00 31-KMr1i8l
Pacifie Environmental Resource 3,658 $0.00 $2,125.00 $0.00 $0.00 $38,250.00

Total Documents: 1
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[ " LITGHFIELD PARK SERVICE COMPANY

SEWER DIVISION
l DOCKET NO. WS-0428A-01-0487 & W-01427A-01-0487

ORIGINAL COST RATE BASE

SURREBUTTAL
SCHEDULE RDN-3

! ) B] [C]
ORIGINAL COST
| LINE COMPANY STAFF STAFF AS
NO [DESCRIPTION AS FILED ADJUSTMENTS {REF| ADJUSTED
i 1 Gross Utility Plant in Service $ 9,110,164 ©3,300,241 12 % 12,410,405
2 Less: ‘
3 Accumulated Depreciation 758,143 622,885 3 1,381,028
4 Net Utility Plant in_Service 8,352,021 $ 2,677,356 $ 11,029,377
Less:
5 Contribution In Aid of Construction 0 2,070,191 2,070,191
6 Less Amortization of CIAC 0 488,918 488,918
7 NetCIAC 0 1,581,273 1,581,273
Less:
8 Advances In Aid of Construction 0 0 ‘ 0
9 Deferred Income Taxes 353,513 353,513
10 Total Deductions 353,513 1,581,273 1,934,786
Plus: _ -
11 Cwip 1,230,049 (1,230,049) 4 0
12 Allowance for Working Capital 84,968 (2,187) 5 82,781
13 Total Rate Base $ 9313525 § (136,153) $ 9,177,372




BOURASSA REBUTTAL
WATER SCHEDULES
(Rate Base — Phase I)




Litchfield Park Service Company - Water Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule A-1
Computation of Increase in Gross Revenue Page 1
Requirements As Adjusted Witness: Bourassa
Line
No.
1 Fair Value Rate Base $ 37,502,569
2
3 Adjusted Operating Income (24,837)
4
5 Current Rate of Retumn -0.07%
6
7 Required Operating Income $ 4,125,283
8
9 Required Rate of Return on Fair Value Rate Base 11.00%
10
11 Operating income Deficiency $ 4,150,119
12
13 Gross Revenue Conversion Factor 1.6286
14
15 Increase in Gross Revenue Revenue Requirement 6,759,028
16 .
17  Adjusted Test Year Revenues $ 6,878,709
18 Increase in Gross Revenue Revenue Requirement $ 6,759,028
19 Proposed Revenue Requirement $ 13,637,738
20 % Increase 98.26%
21
22 Customer Present Proposed Doillar Percent
23 Classification Rates Rates increase Increase
24 5/8 Inch Residential $ 7929 §$ 12,382 § 4,453 56.16%
25 3/4 Inch Residential 2,023,567 4,687,168 2,663,601 131.63%
26 1inch Residential 1,986,898 4,526,700 2,539,802 127.83%
27 1.5 Inch Residential 54,252 96,290 42,038 77.49%
28 2 Inch Residential 159,078 234,227 75,149 47.24%
29 4 Inch Residential 19,356 32,030 12,675 65.48%
30 Subtotal $ 4251079 § 9,588,796 $ 5,337,717 125.56%
3
32 5/8 Inch Commercial $ 24,344 40954 $ 16,610 68.23%
33 3/4 Inch Commercial 12,320 30,065 17,745 144.04%
34 1 Inch Commercial 31,023 71,401 40,379 130.16%
35 1.5 Inch Commercial 64,158 113,680 49,522 77.19%
36 2 Inch Commercial 394,253 586,940 192,688 48.87%
37 4 Inch Commercial 64,990 108,554 43,564 67.03%
38 8 Inch Commercial 17,579 31,839 14,260 81.12%
39 10 Inch Commercial - - - 0.00%
40 Subtotal $ 608,665 $ 983,433 $ 374,768 61.57%
41 - 0.00%
42 5/8 Inch Irrigation $ 36,970 $ 82,378 $ 45,407
43 3/4 Inch Irrigation 151,173 310,186 159,013 105.19%
44 1Inch Irrigation 148,413 262,651 114,238 76.97%
45 1.5 Inch Irrigation 908,626 1,504,279 595,653 65.56%
46 2 Inch irrigation 104,340 180,169 75,829 72.67%
47 4 Inch Irrigation - - - 0.00%
48 Subtotal $ 1349523 $ 2,339,663 $ 990,140 73.37%
49
50 Hydrant $ 403,707 $ 455,597 § 51,891 12.85%
51 Subtotal Revenues before Annualization $ 6612974 $ 13367490 $ 6,754,516 102.14%
52 Revenue Annualization - - - 0.00%
53 Miscellaneous Revenues 6,878,710 13,637,737 6,759,028 98.26%
54 Reconciling Amount H-1 to C-1 - - - 0.00%
55 Total of Water Revenues (a) $ 13491684 § 27005227 $ 6,754,516 50.06%
56

57 SUPPORTING SCHEDULES:
58 Rebuttal B-1
59 Rebuttal C-1
60 Rebuttal C-3
61 Rebuttal H-1




Line

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Summary of Rate Base

Gross Utiity Plant in Service
Less: Accumulated Depreciation

Net Utility Plant in Service

Less:

Advances in Aid of
Construction

Contributions in Aid of
Construction

Accumulated Amortization of CIAC

Customer Meter Deposits
Deferred Income Taxes & Credits

Plus:

Unamortized Debt issuance
Costs

Deferred Reg. Assets

Working capital

Total Rate Base

SUPPORTING SCHEDULES:

Rebuttal B-2
Rebuttal B-3
Rebuttal B-5

Exhibit

Rebuttal Schedule B-1
Page 1

Witness: Bourassa

Original Cost Fair Value

Rate base Rate Base
$ 73,705,658 $ 73,705,658
9,027,020 9,027,020
$ 64,678,638 $ 64,678,638
22,336,975 22,336,975
3,096,180 3,096,180
(860,706) (860,706)
2,238,022 2,238,022
448,160 448,160
82,561 82,561
37502569 s 37,502,569

RECAP SCHEDULES:

Rebuttal A-1




Litchfield Park Service Company - Water Division Exhibit
Test Year Ended September 30, 2008 Rebuttal Schedule B-2

Original Cost Rate Base Proforma Adjustments Page 1
Witness: Bourassa

Actual Adjusted
at Proforma atend

Line End of Adjustment of
No. Test Year Amount Test Year

1 Gross Utility

2 Plant in Service $ 73,731,815 (26,157) $ 73,705,658

3

4 Less:

5 Accumulated

6 Depreciation 9,107,141 (80,121) 9,027,020

7

8

9 Net Utility Plant

10 in Service $ 64,624,674 $ 64,678,638
11

12 Less:

13 Advances in Aid of

14 Construction 24,583,673 (2,246,699) 22,336,975
15

16 Contributions in Aid of

17 Construction 3,104,068 (7,888) 3,096,180
18

19 Accumulated Amort of CIAC (860,706) - (860,706)
20

21 Customer Meter Deposits 68,685 2,169,337 2,238,022
22 Deferred Income Taxes & Credits 21,451 426,709 448,160
23

24

25

26 Plus:

27 Unamortized Debt issuance

28 Costs 134,528 (134,528) -
29 Deferred Reg. Assets 82,561 - 82,561
30 Working capital - - -
3

32

33

34

35 Total $ 37,924,592 $ 37,502,569
36

37

38

39 SUPPORTING SCHEDULES: RECAP SCHEDULES:
40 Rebuttal B-2, page 2 Rebuttal B-1

41

42

43

44

45

46

47
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Line

No.
1
2
3
4
5
6
7
8
9
10
1
12
13
14
15
16

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Post Test Year Plant

Post Test Year Plant per Rebuttal
Post Test Year Plant per Direct

Increase (Decrease) in Plant-in-Service

Account 320.1 - Water Treatment Equipment

See Staff Adjustment 2 Schedule JMM-W5

Exhibit

Rebuttal Schedule B-2
Page 3.1

Witness: Bourassa

$ 1,885,770
$ 1866965

$ 18805

$ 18,805



Line

a‘ga‘sjgom\lmmawm_;E

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Plant Retirements

304 - Structures and Improvements

311 - Electric Pumping Equipment

339 - Other Plant and Miscellaneous Equipment

Increase (Decrease) in Plant-in-Service

For related AIAC and CIAC see Rebuttal Schedule B-2, page 6

See Staff Adjustment 1 Schedule JMM-W6 (from Exhibit MSJ Table H-1)

Exhibit

Rebuttal Schedule B-2
Page 3.2

Witness: Bourassa

$ (41,971)
(31,158)

(5,750)

S (18879
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Litchfield Park Service Company - Water Division.
Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - C

Capitalized Expenses

307 - Wells and Springs - Hydro Controls and Pump Systems (clocks for wells)
307 - Wells and Springs - Southwest Grd Witr Consult. (well spacing evaluation)
307 - Wells and Springs - Southwest Grd Witr Consult. (well impact analysis)
307 - Wells and Springs - Southwest Grd Witr Consult. (well rehabilitation)

Total For 307 - Wells and Springs

331 - Distrbution Mains - Narasimhan Consulting Services (Dist. Sys. Eval.)

Total Capitalized Expenses

See Testimony

$ 1,114
1,380
4,823

4,072

Exhibit

Rebuttal Schedule B-2
Page 3.3

Witness: Bourassa

$ 11,389

8,600

$ 19,989



Line

No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - D

Remove Office Rent

307 - Wells and Springs - Suncor Development Company (2002)

See Testimony

$ (7.072)

Exhibit

Rebuttal Schedule B-2
Page 3.4

Witness: Bourassa




(91 ¢ ebed 8ag) (5| '¢ obed sag)

ST ., % 0 T
¥8E'96C £21'2€9°El - - 196'868°C - 196'868'C 892°910'C 19L'EEL DL
19t S82'TL $82'zL S82'ZL - -
(599'y) - - - 599y -
[A%4 £PE'S 985'Z 9852 699'L 4529
LE 105" 009 009 s 108
SPL'T 699804 128'L 128'L y58'8 Zv8'001
(%44 ozr'e - - 662 ozv's
[44 4] 98€'68€ €0Z'29 €02'29 (060°¢2) re1'Z2e
{Ze'se 99p'SEY’L yzThLL pT'vLL $40°'10¢ WZ'Lez'l
0L£'25 25£'060'Z 166'281 166'281 £Trive T9E'L06'4
STL'vYL S8Y'Z6L'9 8zz'se¢e') 827'L6¢°1 251'890't 152'558'y
vee's 202182 185'2 1£5'2 pZ8'LLL 9/9'8.2
S80'C 16L'ES1 188'0L 288'0L (ror'sy) oLE'z8
8Ll 209's5Y 800'SE 800°'GE S52'96 ¥65'0Zy
162'T 8.8'0%1 822'LL 822 - 151'89
952'82 (7352 S2p'0E6 SZP'0e6 608'cLL 052'€L9
Z€0'e epv'LlY Wr's v'e 869'8y 800'74 1
- €01'1L9 - - - €0L'129
- 0oL'LZ - . - 0011z
581d8( BoUEEg MO OGN &UsWemsy  SUonppy SUBWSADY  SUGHIpPY BLLT] 000271E2Y
1002 weld abenes weld ueld paisnipy ueid iueid "wnooy W
1002 1002 1002 1002 1002 1002 0002 ue|d
§'¢ abeg

-8 8jnpawds [eRngsy

nax3

%000}
%0001
%00°01
%00's
%0001
%00'S
%00’y
%0002
%0002
%L9'9
%L9'9
%L9'9
%002
%EL'8
%EL'E
%00'T
%00'G
%22'T
%ezT
%00°02
%HEC'E
%EE'E
%0S°TL
%00'S
%00'2
%199
%EE'E
%052
%05'Z
%EE'E
%000
%00°0
%00°0

T6-AoN
ey
sley

*oa1daQ

Z0-AoN
asojeg
sley
"3a1dag

LNVId ¥31VM V101
s 81Mn4 J0} PISH ueld

Buipunoy

jue|d ejqibuel Jayi0

juewdinby snasuelaosiyy
Juswidinb3g suonesINWIWLY
swdinbg pajesadQ Jamod
Juswdinby Alojesoge]
ewdinb3 yJop pue sjooy
wewdinb3 salojg

wewdinb3 uoneuodsues;
8Jemy0s pue susindwio)
S8INIXI3 PUE BINJILINS B0
Juswidinby SNOSUBIBISIY PUE Jugld JaYi0
SBOINS(] UDIUBABIG MOYDR]
SjueIpAR

siajenN

sediAes

SU[BIN UOIINGLISIQ PUE UOISSILSURI |
$HyueL einssald

syuey sbesojg

edidpue}s 1 snoaesay uonnausiq
siapea uoynjos [ednudeys
Juawdinbg jusuiess} Jajep
wewdinbg Juewieas) satep
wswdinbg Buidwing ouoelg
uswdinby uolessuas) Jemoy
sureyy Alddng

S|8UUN Y, pue S8UBiES) UONBYY|
sBuudg pue spep

SONEIU| JBYIO PUE JBAYY BYET
'soy Buipunodw| pue Bunoayon
SJUBWIBALIIW) puUe SRUNPNNS
Sjubiy pue pue pue

1500 esiyoueLy

1500 uonezetiQ
CETIATISESq

SjusliaIlay puB sUCKIPPY ueld

USYEYATT IVIEH - AUVEWO) SITAYSE NIXVY BISTIYOITI

;244
ive
k1 £
F147
vre
e
e
vt
pove
ore
344
12
SEt
1424
cee
lee
zoce
(1124
114
2'0ze
t'oze
oze
334
oLe
60¢
g0t
20¢
90¢
S0¢
»oe
€0t
20¢
Lot
R

Junonsy




L0E'82y €L1'1BS'B1 - - 066'856'S (z20'2) 290°'996'G LNYId H3LYM IVLIOL
8s() 8inin 4 104 pjoH eld

Suipunoy
- - - %000} %29'T ue|d e|qiue) Jeuio  8ve
- - - %0001 %Z9T iuswdinb3 snosueedsiN  LpE
(%44 L9L'eL 'L bt %00°0L %Z8'T wewdinb3 suoneOINWWOD  9pg
- - - - %00’ %Z9'Z uewdinb3 pejesed( Jemod  gve
- - - - %0004 %29'T ewdinb3 Aiojeloge  ppe
202 S6Z°0L 256 %6 %00'S %29C wewdinb3 Y4oM pue SI0L  £pe
- - - . %00’y %Z9'T uswdinb3 sauols  zpe
656 $99'sy vl 'ty (1844 %00°02 %I9'T juswdinb3 uoyepodsues| Lyt
- - - - %00'0Z %297 818MYOS pue s13indwod  L'ove
£PS'E 906'0E4 L8222 182'22 %299 %2Z9'T SSINIXIJ pUB BINjLING BOO  OPE
- - - - %.9'9 %Z9'T wswdinb3l snosue|isOSIN Pue Jueld JOYID  6E%
882 yEO'LL 2092 109'2 %199 %29'Z S30IABQ UONUBABIG MOPRORE  9ET
L2r'vl 9E0'VEL 6Y'vyre 6p9'PrE %00 %29'Z sjuespAH  see
829'2S 669'296'} yeZ'TeS PEZ'ZES %EE'S %T9'T sieleN  pee
LEY'L9 09v'S8Y° 80150 801'50p %EE'E %29 SBOIBS  £E¢
25L'T1e LI8'pLEOL sge'zal'y 9ZET/L'Y  %OOT %29'Z SUIBIN UOHNQUISIQ PUE LDISSIWSURIL  LEE
- - - - %00'S %29'T sjue] anssald  Z'ogc
- - - - %2TT %Z9T Syuey abesols  4oce
oze'L S08'782 865'C 865'c %ZZ'T %Z9'T adidpuelS g S10AIBSBY UONQUISI  OEE
- - - - %0002 %29 $J6p8a4 UOKN|OS JBDILIDBYD  Z°02E
- - - - %EE'E %Z9'T uewdinb3 Jusuness) JaieAr  L°0ZE
SBE'Y 2L1LLL 026'02 0z8'0Z %EEE %29 wewdinb3 Jeuwness) sslep  0Z¢
1G1'2L ¥95'0vS 296'v8 296'v8 %0521 %29'C wewdinb3 buidwng oupels  11g
026'¢ 8.8'0vL - - %00°G %TT wawdinb3 uonessuss) Jemod 08
- - - - %00C %TI'T sulew Aiddns 6ot
- - - - %19°9 %29 slsuun pue sauajie uonenlyu 8ot
vLZ'sy 0E0'9E8" 4 §GE'Z67 S5€'26Z %EE'E %28’ sbundg pue si;ppy 208
- - - - %052 %29 SeNE| JSIO PUB JBA BXET  90¢
- - - - %052 %29'T ‘sey Buipunodwy pue buposiiod  gog
zev'e 8E4'8E1 682'12 (z20°2) 19€'8Z %EE'E %9 SJUBIBAOICW] PUB SBINONIS  ¥OE
- €0L°1LL9 - - %00'0 %00°0 SIuBIy puey pue pue7  gog
- - - - %00°0 %00°0 150D esioueiy  Z0¢
- ziz've (418 499 %000 %000 1503 uoezebio  Log
UOYIAYISERD TOR
. IUNQDDIY
581083 uereg RUO arv SjusweImey SUGHPRY Suewisnlpy SUoHpPPY 200N Zo-AON
200z weld ‘ovsebenes lueld luejd peisnlpy jueid uelg iayy aJ0/08
2002 200z 2002 2002 2002 2002 aley ey
-oaudeQ *oaudaQ
9'¢ ebed
2-8 2INPaYds [elingey

Sjusulainay pue sUOHIPPY jueld

Hapg UOTETATT IOIVN - AUEQUOT $UTAYSE YIvd PUSTIUITTT




L

Woxd slengy |

Z.p'€89 186'9€9'L2 - (o001 '9) 896°150' - 612'21T'L - 68Z'vLL
902 ¥25'L2 £9L'EL - €92'¢L
5.9 £69'91 86€'9 - 86€'9
AN G99'SY - - -
Zre's S0z'6vL 662'8L - 66Z'84
1£8 868°Ch 598'Z - 598'C
21902 899'LZE'L £€9'€65 299'985 1169
Lov'i81 8LL1LEST 6L0'P9S 18¥'19 6£5'205
zsi'es £89'86Y'C {ooi's} €2€'6 - £2€'6
TS6'ELT £9£'020'1 255'5v9 vel'629 Lv'el
15€'9 ¢6€'L82 185°C - 186°C
0z8's epy'SLL 2284 . 128
¥62'89 9E1L'25S LS z 0.5'}4
pv0'L 8.8'0p1 - - -
TL0'€9 €01'Z66'L £L0'911 - £20'94L
€2L'S £00'502 0/2'99 - 022’99
- £0L'1L9 - - -
- 00112 @) - (zL)
Je1dag RV G v SYEVENEN SUCHIPPY Sjuelisnipy  Sjuswisnipy .m.«:mE“m:.g SUONIPPY
€002 weid sbeajes eld jueld paisnipy weig weid ueld ueld
£00T £002 £002 £002 €002 £00Z £002 £002
L€ obed
2-8 8Inpaydg jlenngey
nawyx3

%0001
%00°'0L
%0001
%00°S
%0001
%00'
%00y
%00'0Z
%00°0Z
%199
%.9'9
%L9'8
%00°C
%EE'B
%EL'E
%00C
%00'
%22’
%iTT
%0002
%EL'E
HEE'E
%0§TH
%00'S
%002
%499
%EL'E
%052
%05°2
%EL'E
%000
%000
%00°0

CO-AON
18ly
oy

vaidaQ

ANYId ¥31VM TVLOL
95 8umng Joj PIOH JUBId

Buipunoy
%29 ueld siqibuel JBUIO Y
%C9C uswdinb3 snosueisasHy ve
%Z9T juswdiNb3 suolESIUNWWG) aye
%ZIT juewdinb3g pejesedQ Jamod  spe
%Z9T juswdinby Alojesoqey  peg
%Z9T juawdinb3g yJop pue sj00) epe
%T9C juswdinb3 sai0)1g e
%292 wewdinbg uonepodsuel]  pe
%Z9'C 2JeM}JoG pue siendwon Loyt
%Z9'T S8JMNXI4 PUB BINjILIN 80O oye
%29'C juawdinb3 SNOSUERI|BISIY PUE JuB|d JBUID 65E
%Z9'T $831A8() UDNUBABIG MOOR] 9ge
%Z8T sjueIpAi see
%C9'T T I3 4
%Z9°C S IIVETS cee
%Z8'T SUIRN UONNQUIS!(] PUB UOISSISUR) | 1e¢
%Z9'C syue) anssald  Z°0¢e
%Z29'C syue) ebesojg  1'0¢e
%Z9C adidpue)g 9 SJI0Alesey UORNQUISI() 0£e
%C9T Siepaad UoNN|OS jeoIUDBY)  Z°0ZS
%C9'T juewdinb3g Jusuness) JBlep  1'0ZE
%Z9T wawdinbg juswiesly J9lBAN  0ZE
%C9'C weswdinbz Buiduing supelg Lie
%L9'T wewdinby uogelsuss) Jomog QLS
%29'C suteyy Alddng 60¢
%29°C sjauun] pue seLslies) uonesyu) 80¢
%Z9C sbuudg pue siiopy 20€
%29'2 Sa)elu| JBYIO pue JBAY BY8T  90¢
%C9C ‘s8y Buipunodw pue Bugoasjion $0¢
%Z9'T sjuswaAcidw) pue saINorUIS POt
%00°0 SOy pue pue puey  gog
%000 1500 8siyouR 4 z0¢
%00'0 1s07) uoneziuebio 10¢
TOTIATISERY  “OR
IUNODIY
Z0-AON
8J0)eg
aley
‘oaudag

Sjueusaiyey pue suonippy ueld
UWOTETATA ISTEN - AUvVAUOS $OTAISE XX PISTIUOITT




Hoid ey |

ThS'iv8 y0L'SZILE - - €Z1'686'8 __ ({9ze'g) 67P'G66'6 ANYId ¥31YM TVLOL
asn aimng Joj pleH ve|d
- - - Suipunoy
- - - - %00°0L %29 lueid sjgibuet Jeulo  8ys
- - - - %00°04 %Z9'C uewdinb3 snosueyedsIN  Lbg
880'E 8EZ'YE S12'9 - SL29 %00°0% %29 ueuwsdinb3 suoedlunwwo)  9pe
- - - - - %00'S %29'Z uewdinb3 pejeiedQ samod gyt
- - - - - %000 %292 wewdinb3 Acjesoqe ] vye
158 ore’Ll 99 - 1¥9 %00'S %29'T luswdinb3 yJopm pue sjool  cpg
- - - - - %00'Y %ZI'T wewdinby seiols e
SS6'LL 688'€L ¥Z2'8Z - vZ2'sz %0002 %Z9'T wewdinb3 uonepodsuel)l  Lys
- - - - - %0007 %29T 2Jemjog pue sindwed  L'oye
SED'EL £69'652 8rP0LL - srpoLL %189 %292 SBIMIX|4 PUe BINJWINY 800 OVE
[2%4 9zz'e 9zz's - 9zZ's %.9'9 %29 juswdinb3y SNoBUE|edSIN PUB JUEld JBYI0  BEE
228 868'CL - - - %.9'9 %297 S8JIAS( UOKUBASI MOYORE  9CE
285'92 sz (zz1) (118) 68€ %00'Z %Z9'T SjuBJPAH  §EC
085'¢z2 8€9'6€8'Z 0Z6'€0€ (082) 00Z'v0¢ %EE'8 %292 sieleN  pee
26L's8 T86'€59'2 662'551 (peL'y) ££0°09L %EL'E %29 seomeg  £eg
L95'80€ 6.L'€€8'6L oLb'eLe's - 9LP'ELB'E %007 %T9T Suley UOINQUISI PUB UOISSILISURSL  LEE
- - - - - %00'G %29'Z sjuej emnssaid  2'0¢e
- - - - - %eL'T %29'Z syue) ebeiols  L'oge
189'L §94'S0Y LU - eLL'2LL %ZZT %292 adidpuelg g siicAlesey uoinQuIsiy 0S¢
- - - - - %00°0Z %29'Z Slepasy uopnjos JEDIDBYD  Z°0Z¢
- - - - - %EE'E %T9'T uewdinb3 Jewiess) Jslem  L°0Ze
Tre's EPP'SLL - - - %EE'E %TY'T wewdinbg Juswieauy seiepy  0ZE
Tsv'eL 160'€Z9 $66'0L (661) ySLiL %05°Th %Z9T ewidinb3 buidwng oupel3  1ig
ve6'L €60'9L) v19'se - 719's¢ %00'S %29 uswdinb3 uonessuen semod 01§
- - - - - %00'Z %29T sulew Addns  60¢
- - - - - %L99 %29T sleuuny pue seusiie UoResBUl  8OE
¥20'69 £92'956'L ost'y - 0oL’y %EE'S %29 sbuudg pue silem. 2ot
- - - - - %052 %Z9'T SOYeIU) J8UIO PUB JBAIY BYET  90¢
- - - - - %06°C %29'T 'say Buipunodwi pue Bunoeyod ot
$8¢'ZL $58'8ES 8v8'cee (zo9) srr'vee BEE'E %29T sjuswsacsdwy pue seinonils  pot
- £04'1L9 - - - %00°0 %000 suBiy pue pue puey  gog
- - - - - %000 %000 i1s0D esiouely  Zog
- 001’12 - - - %000 %000 1soQ uoezefio  Log
UOTIATITESY  ON
IuNoodY
381850 B3UEEs NG dNY  Sueuemey  SUONPPY  Sjusdisnipy SUORIPPY T6AON  ZoAON
$00Z ueig sbeneg eld iueld paisnipy ey jueld Jeyy eJ0/eg
¥00Z ¥002Z $002 $002Z $002 ¥002 sjey ey
‘o8ideQ oaudaqg
g'¢ ebeg
2-8 3Npeuwds jepngey SjuBLUAIReY PUB SUOCRIPRY JuBld
uqux3

USTYYATY X9TER = AQvamo) SOTAIEE YI¥I PISTIYDITT




Wolg slenyy |

288’650} 695'728'LE b - $98'961'9 {(190°28) LZB'EST'9 LNVd ¥3LYM IVIOL
8s() 8JMN4 O} PIBK Jue|d

- Bupunoy
- - - - %000} %CYT leyd sjaibuet Jsyic  spe
- - - - %0001 %T9T uswdinb3 snosueyedsiN  Lyg
Ly S0e'se 990'L (r6e'L) osy'z %0001 %292 wewdinb3 suojeounwwod  9pe
| - - - - - %00'G %28 uewdinb3 pejesed() jamod  gye
| - - - - - %00'0) %ZYT Wewdinb3 Aicjetoger vy
7 6.8 L8 (914 - Ly %00'G %Z9'Z eWdinb3 YUOM PUE 5100 £pE
- - - - - %00'% %TY'T uswdinby ses0ls  2pe
Pev'eL 250'i9 (2e8'21) - (2e8'21) %0002 %Z9T swdinb3y uojepodsuell  Lpe
- - - - - %00'0Z %9 85emyog pue sieindwod Loyt
, 9lv'LL L2§'292 816'C - 816'C %299 %29'T SBMNIXI pUe BINMUNG 8OO OpE
2Lp's 6€8'561 Z19'pl - F41: 914} %L9'9 %ZYT luawdinb3 snosuelisdsyy pue jueld JAYI0  6EE
128 868°CL - - - %.9'9 %29'T S80IA8(] UORUBABI] MOlORY  9Ee
169'9Z 28G'LYE'L 90Vl (e9t) 881yl %00'Z %29 sjuespA  §ec
958'852 Lov'6LE'e €9L'EPS (LLv) orZ'vrs %EE'R %29°T sigPBN  pEe
£01'68 056'£69'Z 886°ey (£95'9) 1€1°0§ %EE'E %ZY9T §80MeS  £eE
2e9'6ry YEP'S2L'ST 969'662'S - 959'562'S %00'Z %292 Suley UOHNQUISIQ pue VoIsSIwsuRlL  LEE
- - - - - %00'G %TY'T syueq ainssald  Z'oge
- . - - - %L %29 syuel sbesols 1ot
| S66'8 591500 - - - %Z2'Z %292 edidpue)S % SJOABSEY UOHNGQUISI  BEE
- - - - - %0002 %292 $J9peaZ uoNN|OS |edWdBYD 202
- - - - - %EL'E %ZYT lewdinb3 jueunes.] selepy  1'0ZE
| 2o0's 010's8L £95'6 (215%¢) ¥80'€l %EE'E %TY'T wewdinb3 juswiess) solep  02S
| vzs'os £69'29. 209'vylL (66€'8) 100'€S1 %0S°Z4 %ZH'T uswdinby Suidwnd oupeiz  Lhe
| s28's 61'9LL - - - %00'G %Z9'T juswdinby uojessuss) Jemod  OLE
- - - - - %002 29T sulew 4ddns  gos
- - - - - %29'9 %29 slsuuny pue seusiieD UOHENINY]  BOE
9/2'59 061'v96't 1Z6°L (s8e'8) €1e'sl %EE'E %ZY'T sbuudg pue siism Log
- - - - - %06 %Z9Z SONEIUL JOYIO Pue JBAY BXeT  90¢
- - - - - %0$'T %292 ‘sey Buipunodw| pue Buposiion  so¢
61621 LLE'LES (vap't) (so1'82) 089'9Z %EEE %Z9C sjusweAcIdw) pue seindnS  HoE
- £0L°129 - - - %00'0 %000 sy pue pue puel ot
- - - - - %000 %00°0 1500 esyouRly 206
- 00L'LZ - - - %000 %00°0 iS00 uojezeblo Lot
WOTIATISEPY  “OR
IuNoesdY
SEideq 83ueieg L eXel SuswaIRey SUCHPPY ~ Sewjsnipy  SUGHIPPY TFRON  ZOAGN
5002 weid sbeajes eld iueid paisnipy weld ueig ey sJ0je8
5002 5002 $002 $002 5002 S002 ajey siey
oaudaQ ‘oaudag
6'¢ abed

2-8 enpauds ENnaey SjuBWaIeY PUE SUOHPPY JuBld
e T TETATI TSN AUVANCT—BoYATSE YTeTPTTY




Hoid ajelyy |

8i2'8LL'L 851°166'8€ - (ose'}) BEBBSL L {o1e'ge) 6p2'802°) LNVd ¥31LVM TVLOL
asM aimng4 10} p|sH jueld

- Bupunoy
- - - - %0004 %292 luelg ejqibuel Jouio  eye
- - - - %0004 %292 ewdinb3 snosueyeasiy Lyt
9Ep'e zev'es (£88°L) (€88't) - %00°01 %2Z9'2 juewdinb3 suojesunuwwio)  opg
- - - - - %00'S %292 ewdinb3 pejeted( Jemod  9pe
- - - - - %00°0L %29 uswdinb3y Aiojesogey  pye
168 L8l - - - %00'G %292 luswdinb3 YJoM pue SI00)  gpE
- - - - - %00'p %292 ewdinb3 sasols  zye
£69'Z1 18p'ee 82v'Z - 6202 %0002 %292 juswdinb3 uonepodsuel;  jyg
- - - - - %0002 %29'Z 8Jemyjog pue sieoindwol  L°ops
29z £L6'pi¢ [A x4%% - 200281 %.9'9 %29'2 S3UNIXI4 pue BNy 800 OvE
169'04 168'p9L 650'6 - 650'6 %299 %292 Juawdinb3 SnosuB|(easIN pue JuBld WO 6EE
126 868'CL - - - %199 %292 S@IAB( UOUBABIY MOUNOBY  9EE
8£¢'42Z S6Z'ZeE') £29'05 - £19'08 %002 %292 sweiph  geg
LP8'L62 BYO'PLLE 2p9'vee (v0z) 158'v6E %EL'Q %292 sieloy  pes
v21'26 Z2r'ece'e zL8'0PL (oov) LZ'IpL HEC'E %29'2 saimes gt
00£'905 809'005'62 PLLLLE - pLLLLE %002 %292 SUIE UONINGLSIQ pUe UaISSILISURLL  LEE
- - - . - %00°'S %292 syuey enssalyd  Z'0€S
- - - - - %2T'T %Z9'T syuey abesols  proce
1568 v8L'L0v (18¢¢) (18g'e) - %eL'T %Z9T edidpuelg @ $70AI8S9Y UONNQUISIY  0EC
| - - - - - %00'02 %Z9'Z $J0p89J uoyn(os reIIDeY)  Z°0Z¢
- - - - - %EEC'E %Z9T uewdinby ueuneesy solepy L 0ZE
666'S 0ZE'GLL (069'6) (069'8) - %REEE %TIT wawdinbg wewnesiL Jeiepy  0Z¢
(4NN €60'02L oor'z - 0ov'Z %054 %T9T wawdinbg buidwng 2uPalg g
528’8 E6v'9/1L - - - %00'S %292 ewdinby uogeseuso Jemad  0L¢
N ” - - - %00 %Z9T suley Addng  go¢
- - - - - %.9'9 %29 sleuun | pue seuslieD UoREI]  8OC
687'99 844°210T 825'Z5 - 925'25 %EEE %2Z9'T sbuudg pue sjsp 2os
- - - - - %05'T %29 S8NEIU| JYIO PUE 1BAIY BYET  90¢
- - - - - %052 %297 ‘say Bupunodw pue Bundslpd st
9.9'8) 1EE'y8S (ose't) ole'sy (2s2'22) 290°V L %EE'E %TS'T sjusweAcidw| pue SeNPMUIS  poe
- €0L'1L9 - - - %000 %000 SWBiy pue pue pueq  gog
- - - - - %000 %000 1800 esiyouely 2ot
- 00i'12 - - - %000 %000 1500 uoyezueblp Lot
USTIEYITESY  “OR
JANOIDY
: 981d8G sjuereg Ao oy SUeweiRey SUGHPPY ~ (SIUSURSAPY  SUGHIPPY TO-AON Z0-AON
| 9002 welg ebeaes weig Jueld paysnipy weid eid 19y 20408
7 9002 9002 9002 9002 9002 9002 sjey ajey
saudaq 39ideg
oL'¢ abed
2-8 8jnpayog |eungsy

Sjuslainey pue suohippy Jueld

yamx3 TOTEYATY ISTEN - AUvOWO) SUTAISE ¥X¥d PISTINIITT




Woid ajelyy |

PY8'EST'L £05'2v6' LY - - ove'lG6'z__ (8zi'eol) yLP'p60'e LN¥d H3LYM TVLOL
851} 8N4 o4 pieH Jueld
- - - Bugpunoy
- - - - %0004 %292 jeld eiqibue) o0 gye
- - - - %0004 %29'Z wswdinb3 snosuseosIN Lbe
Le'e PBE'EE (82) (82} - %00°01 %29'Z uswdinb3 suopoNWWE)  gpe
- - - - - %00'S %29 juswdinb3 pajesedO sjemod  gpe
- - - - - %00°0L %2Z9'T luawdinby Acjesoge  ppe
168 L8l - - - %00'S %YL uewdinb3 yJom pue $j00L  £pe
ves L2'LE (YT - [TV NE %00 %29 swdinb3 ses0ls  zpe
9zZL'sl £82'28 zoe'vT - 20e'yZ %00'0Z %T9'T uewdinby uojepodsues) Lyt
- - - - - %0002 %292 858M}jOS pue si19INdwod | ope
110'sZ £L6'VLE - - - %L9'9 %29 Seinixi4 pue sunpng 8O0 ove
965'L4 728281 526'L1 - 526'24 %.9'9 %29'T wewdinb3 snosuBNBdSIN Pue Jueld AW 6EE
9EY'L LLL'6Z LTS - zLesy %499 %Z9'T S80IAB(] UOJUBABIG MOYIDEE  9ET
219'ze 9lLr'698'L osk'L2y - 09L'2L¥ %00 %292 sjuespAH  ge¢
1¥8'12¢ 89L'G56'S 614'184 - 6LL18L %EE'S %29 S19leN  pEC
686'¥0 v6L'L9p'S zLL'8E9 - TLL'829 HEE'E %29'T S8OBS  £Ce
2£8'22S 0ZL'¢82'9Z 216'282'L - 2152821 %002 %29'7 suteyy uoingUIsIQ Pue uoISSIWSUBRLL g
- - - - - %00°S %2Z9'T juel ainsseld  Z°0eE
- - - - - %ZTT %29 syuey ebesols  1roce
S€6'8 PSL'E0p 128 (598) ore'z %ZTT %Z9°C adidpuelg g sJOAIBSey LOANGUISI] 0t
- - - - - %00'02 %292 slepead uonnjog jeomIdeyd  Z'9ze
- - - - - %EE'E %Z9T wewdinbg juswieas solepm  1°0ZE
05t'9 L20'v61 15L'8L {6v0'2) 108'0Z %EL'E %Z9'T wswdinb3 jusunesl| JBlBM  0ZE
196'86 18Z'cL8 88L'cy - 88L'ty %05'CL %Z9'T Wewdinb3 Suidwing ouwelI  11g
69V’ 692202 2L'st - LLL'5T %00'S %29 wawdinb3 uoyessusg Jemod  0LE
- - - - - %00'Z %292 suleyy Aiddng 6ot
- - - - - %199 %ZY'T S{BUUN L pUE SBuB|iED) UCKENIYY] 80T
965'89 992'204'Z 059's8 (991) 9i8's8 %EE'E %29 sbuudg pue sism 20¢
- - - - - %052 %292 sexejul 18Ul pue JaAl B¥eT  90¢
- - - - - %052 %Z9'T 'say Bupunodw) pue Bupsiiod  goe
80€'L2 8EF'G68 L04LL (516'66) €20'112 %EE'E %292 sjusiueA0dw| pue SeINPNS  pOg
- 662'249 96i's - 951’8 %000 %00°0 siybiy puen pue pue  ¢os
- - - - - %00'0 %000 1509 esiyouely  zog
- 00L'12 - - - %00°0 %000 1so) uonezivefio Lot
aoTIATIORSa “OoR
IVNOD0Y
6idag adueeg OO av S|swanay SUCIIPPY |_m~|:m. WSHIpY SUonippy ZO-AON Z0-AON
2002 weid sbeaeg weid iuejd pejsnipy weld ueyd layy aiopeg
L002 2002 2002 1002 2002 1002 Y] oy
oaudaq oasdeq
L1'g abeg
Z-8 eINpaLRs 18inqey sjusluainey pue SUCHIPPY jueld
uamx3

UOYETATY TS IO AUTSTSS SOTATSY YAVE PTSTIUITIT




——————

859'602'€4

——— e

0:2'¢88'1 ¢
——————

99E'6vE’} 888'618'12

0id sjenyy

$9¢2'956 62 68661

8v8'010'0E

Ll's oLL'8LE
473 0S€'€C
166 LLl'te
128'61 S9L'24L
‘08L'EZ 262155
80T'41 1£5'662
069't 18€'8€
[A4:14 182'550'C
£58'25C TSL'BEL'Y
S9£'96 PrLEYT'Y
L06'LLY 12L°1€6'82
7:3] Y9'0EY
OtL'61 vz8'Lee't
0.5'28 $50°LL6
§85'L 692'202Z
r1'98 LBP'E6E'T
910'24E LSZ'6p9'¥T
- S6G'V8Z L
- 00L'ie
.oa._mmo souejeg
8002 weld
8002

‘deg o} 'uer 'deg o) ‘uer

ZL'¢ ebey
2-9 einpeyas jenngsy
nawxg

gle'es

6ES'S

z8c's8

v8.'9L1

65028

178

59¢'08L

¥86'281

085'28L

169'P51'2 009'8

68y°LZ

ESL'EVL'L
ce6'vEL

£2.'06C 68€'LL

¥8L'566'€C
1£€°209

SuonppyY §3suadxgy
lueid peisnlpy  pazijende
800Z 80027
‘deg o) ver ‘deg o) ‘uer
lenqay

20128

BES'S
c8e'es

v8L'9LL
6628
2128
€8t'984
v85'281
L00'€8L
150'pL'Z
008'22
102'053"L
ZEB'VEL
652'L8T

Z11'090've
LE€°209

SUORIPPY
ueld
8002

“deg o) uep

%0001

%.9'9
%002
%EE']
%EE'E
%00
%00'S
%ZT'Z
%2Z'T
%00'0Z
%EL'E
%EE'E
%0S'¢L
%00's
%002
%L9'9
%EC'E
%05'¢
%05'C
%EL'E
%00'0
%000
%000

C0-AoN
/Yy
gy

o8ideg

INVId ¥31vM IVLOL
8s() 8Jmnd 10} peH Iuelq

Buipunoy
%Z9'C weyd eiqibue] JeyiQ 8ve
%ZST juewdinb3 snosuefeosy  Jpe
%29'C justudinby suonedIUPWWIO)  gpg
%292 Juewdinb3j pejesed() Jemod  gpe
%Z9T wewdinb3 lojesogey  ppe
%TY'T Juswdinb3 yJop pue sjoo] gpe
%C9'T wewdinbl sei018  zpe
%T8T juewdinb3 vojepodsues]  Lpg
%T9'T alemyog pue sieindwiad  Loope
%Z9'T SOJUXIS PUB BUNLNS 8O0 OF¢
%Z9'C Juswdinb3 snosuBEdSIY PUB Jueld JBYIO  GEC
%Z9T S8D1AB(J UONUBABIY MOlOE] age
%29'C sjuelpAy  §¢¢
%C9T sisjopy e
%292 $80IAI8G (4=
%Z9'C SUIB UORNGUISIQ pue LoISSILISURY]  LEC
%29'C syuej ainssald  Z'0ge
%29'e syuey ebeiO)s  J'oge
%Z9'T adidpuelg ¥ suioABsaY USHNQUISI ose
%Z2C Si8psad uolnog [eaRusey)  z'0Z¢
%29’ wswdinb3 jueunees) Jojlep  L'0Ze
%29 uswdinby juewiess) Jatep  pZe
%Z9T wswdinby Sudwng oupely L
%29’ weawdinbl uogeseusq Jemod  gLe
%T9T sulew Alddng  gog
%Z9'Z Steuun | pue seusiies UoHEINBUY 80¢
%Z9'T sBuudg pue sjiop 20¢
%Z3T SONBIV| JBYIO puB JBAIN e 90¢
%TY'T 'say Bupunodwi pue Bumdeod  sog
%28'T siueweAroidw) pue seiPS  pog
%00°0 sybiy pue pue pue €og
%000 1800 esiouRly  Zog
%000 1509 uoneziuebip 108
TOTIAYISEEY  TOR
IUNOIDY
C0-AON
84088
Y
‘oa1dag

Slusweinay pug SUOHIPPY jueld

UOTITATY YSIEN T AUVEND] SIYATN YXeI PTSTIYCTTL




19:'6ee’s p48'592'y TEE'BIY'E 656'0v2'C ZSO'TIET 892910 ANYId ¥31VM TVLOL
< 8s() aJning Joj pjeH el

- - . - - - Buipunoy
- - - - - - %00°0} %292 jueld siqifuel Jeyi0  spe
- - - - - - %0001 %2T9'T wewdinb3 snoauejjeosiy  Lye
[4%4 SeL's w92 285 [£-13 - %00°0L %292 juswdinb3l suojjesuNWWo) 9yt
- - - - - S99y %00'S %297 juewdinb3 pejesed( Jemoy  gpe
- - - - - - %0004 %29'T wewdinb3 Aiojesoge  ppe
09s'p 289'c 1e8'z 951z 6.8't 699'L %00'S %T9'T Wwewdinb3 yiom pue sico) ¢yt
- - - - - - %00'P %Z9'T uswdinb3 salolg  Zpe
809'GE 51122 65104 920t 9 s¢ %00'0Z %29'T juswdinb3 uonepodsues}  |pg
- - - - - - %0002 %29'T 81emMyoS pue siendwod L ope
¥ES'SS 8L1'ge £8Y'vZ LpL'SL 865't1 ¥58'8 %299 %29'T SeJniXi4 pue MmN 8W0  OpE
ovL's (274 . - - - %L9'9 %292 uBWAIND3 SNOBUBIISOSA pue JUBld JSYID 66
| €6Y'E 985'c 8¢9’} 108 815 662 %L19'0 %Z9" S8JNS( UOHUBABIY MOpOEY  9EC
B15'pL 828'LY 9.2'12 659 (gss'eL) (060'c2) %00°C %29T sluephy  geE
| 888'850't 1£0'008 18v'9L5 080'68E Z0p'9eE 510'L0E %EE'B %Z9T sl peg
124209 880815 912'TEY yTT'see £6L'€62 £TY'LPT %EL'E %29'C SedneS CES
65L'268'2 12L'896'L 985'6€9'L yeo'szy'L 887121 L61'890'L %00 %29'T SUlBN uoNNQUISI]] PUE UOISSIUSUBLL  LEE
” - - - - - - %00'G %202 sjuel sinssaly  Z'0€S
- - - - - - %22'Z %Z9'T syjue} abeIn)s  Loct
[43-y-40 L5'0pL 0£8'ZEL 6v'9Z1 851'6LL pea'LLL %ZZT %29T adidpuels g ssoalasay uONQUISI O¢E
- - - - - - %00'02 %29'Z siepeag uoyniog (EJIWOBYD  Z0ZE
- - - - - - %EE'E %Z9T swdinb3 Jusuneslt jslem  L'0Z¢
: 0€L's 8zL'e P {pes's) 6LE'2L) (vov'st) HEE'E %Z9T ewdinb3 jusunesst Jelem  0ZE
£56'16¢€ 629'¥9Z 8.4'L6) ¥88'7T) £€2'G0L SSZ'v6 %05°24 %29’ Wwowdinb3 Buidwing ouel3 11
| §25°0¢ 0012 992'eL 2eL'e 152'C - %00'S %29T juswdinb3 uogeseusg Jemod  OlE
- - - - - - %002 %29 sulew Addng 60§
- - - - - - %L9°9 %292 Spuun] pue selisled) uonesyul  80¢
19L'0rp 98p'GLE LLpOLE 6EE' LT $90'20Z 608'EL1 %EC'E %29'C sbupdg pue sl Log
- - - - - - %05°T %29T SOYEU| JBUIO PUE JBAIY BXET  90F
- - - - - - %05'T %29'Z 'say Bupunoduj pue Bugosilod  got
| 68116 02’2 $88'09 191'6S o£L'ts 869'ay %ECE %29'T sjusweAosduw| pue seMONYS  $oE
- - - - - - %000 %000 siubry pue pue puen  ¢og
- - - - - - %000 %000 Iso esiyouRly  Zog
- - - - - - %000 %00°0 1500 uoeziuebio Lo
UoTTAYYSESD  “ON
IJuncooy
To0Z Y002 TouT k4114 h 0]+14 T00C ZO-AON ZO-AON
oYy alojeg
JENOSIY A WOTIErSeIaASy ey 1Y)
PETETINIONY PUT XVSX  -daudeQ ‘oaideq
£1°¢ ebed

Z-8 @npayog jeynqey Sjuswainey pue suolippy Jueld
Hag UOTIYATT XSICH - AUvEms) SOTAISE YIvd DISTIUOITT




0Z0'220'6 £€6'962'L 689'205'9 LNVId ¥31vM TVLOL
85 JMn 4 Jo) PIOH Wely

- - - Bulpunoy
- - - %000 %292 jeld siqibuej J8uiQ  gre
- - - %00'01 %E9T euwdinb3 snosuejsosiy e
oeL'Lz 686'GtL 89’z %0001 %E9'T uewdinb3g suojesNWWo) gy
- - - %00°G %29°C - juswdmb3z pajesadQ Jemoy gpe
- - - %0001 %Z9'C wswdinbg lojelogey  ppe
€LL'L re'e 1S9’ %00'G %TY'T woewdinb3 iop pue s|00)]  ¢pe
985"} €9 - %00'¥ %C9'C wewdinb3 saiog e
030'e8 681'e9 T90'8y %0002 %Z9'T juewdinbl uonepodsuel]  Lpg
- - - %00'02 %29'C 8JEMYOS pue SIeINdWo)  L70pe
186'VT1 £08'L0Y 962’92 %299 %Z9°T SeunIXi4 pue aunywing B0 Ope
LBY'EE 6£0'82 Zvr'9l %L49'9 %29 ewdinb3 snosueljsosiy pue Jueld JBYIO  6EE
ov5'L 958's ozy'y %499 %Z9T S8DIA8( UohUBABId MopxOEY 9t
£16'€91 viv'vEL 458'10} %00C %C9C sjueIpAy ste
829'LE6'Y 912'8L9'} 628'95¢'L %EE'8 %29'C siepW yee
669'006 PEE'PO8 5re'669 %EC'E %292 seQineg £ee
€08'v¥8'c 168'9Z0'E 0907062 %002 %292 SUIBIN UORNGUISIQ PUB UDISSIWSUBY]  |EC
- - - %00'S %29°C Sjuey einssaly  Z'oge
- - - %2Z'T %Z9T syuey ebesols  Lroce
SYE'PLL vOp'L91 69y'851 %Z2'T %29C adidpue)s p SII0AIBSBY UOKNQUISI oce
' - - - %0002 %29C $Japeaz uonn|og |ealuseyd  Z'0Z¢
- - - %EL'E %Z9'T uewdinb3 uswiess| JBIBM,  1°0Z¢
600'LY 64812 8ZL'SL %EE'E %Z3'T juswdinb3 Jusuness] JaleA oze
8£0'865 929'9vs §99'pv %052 %292 wawdinby Buiduing ousery  LLe
| £0p'9S 8ie'sy 6vE'6E %00’ %292 juewdinb3 UoneJBUBS) JAMO  OLE
- - - %00'C %C9T suleyy Aiddng 60t
- - - %L9'9 %Z9T slauuny pue seusjled) UCHENYY 80T
£6L'1€8 9v8'SLS 050°205 %EE'E %Z9'T sbuuds pue sjlopn 208
- - - %0SC %29'C Sayejul JBUIO Pue JsARy axen 90t
- - - %0S°T %T8'T 's8y Burpunodusg pue Buidajio? so¢
698'v0p ¥28'6Z1L 915'80L %EE'T %Z9T suswenoidw| pue sauMPNNS ot
- - - %000 %000 sy61y pue pue pueq £0¢
- - - %000 %00'0 1800 8siyouRly Z0¢
- - - %000 %000 1500 uoyezivebio Lot
ToTIETIOEEY “OR
JUnosay
BTOZ ooz 3002 Z0-AON TO-AON
FrinY 21089

TFUNOOSY Ay UoTIeTseYasy sey a1y
POTYTNUNSOY pUE XeSX  -osudeQ -o81dsQ

v1'¢ sbeg
T8 3nPaLRS [ENnasy SIUBLIBIHEY PUB SUOKPPY IuBld

Hawx3 TOTHYATY TSIV - AUvENSy SOTAYVE YIVI PISTFICITT




1Q 4es Jad

vi0L

Bujpunoy

lueld sjqibue} 190
awdinby snoaue|eosipy
awdinb3 suopesIUNWWOY
wawdinb3 pajesad() Jamoy
wewdinbg Aiojesoqer
wawdinb3 YIopA pue sjoo ]
wswdinb3 ssiog

juswdinby uoneuodsues|
21emyos pue ssapndwo)
saJnIXI4 PUB ainjiuing aoyo
Juswdinb3 snoaue||adsiy pue Jueld JaWO
S3VAB(Q UOCHUBARIY MOYoE]
SjueIpAH

si1slo

[ TVE-T

SUIBJY UONNGL)SI PUB UOISSIUSUB) )
s)jue| aunssaid

syuey ebeioyg

adidpuelg @ sioAtasay uoRnqulsiq
$Jopaad uoRNIos [BJILSAYT
SjUBjd JUIWIEDI | JBIBAA
Juawdinb3 juswieal ) Jslepn
wawdinb3 Buidwnd o083
juswdinbg uogessuas) samod
suiepy Aiddng

s{guun | pue ssuajes) uoheljyu|
sbulidg pue s|lap

SONBIU| SO PuUB JBAY SxeT
*say Buipunodwi pue Bunosiio)
sjuawanoldulj pue sainonig
sBiy pue pue puen

1502 asiyoueld

1509 uoyeziuebio

uopdioseq

191'E€L'01 L8L'eE2'0l - - 8ES0LC GEE'850'L 882 ¥ov'6
- - @ - [3
I5L'9 252'9 151'9
106 106 106
Z¥8'001 Zy8'ool Zre'ool
9zy's 9Zp'g 9zv'e
¥8L'zee y8L'2ze $€6°25 6¥2'692
L¥2'192'L 2Lz’ 8L¥'ze 668'62 £26'802'L
Z96'206'L 29€'206'L 201151 096'552°}
262'568't 252'558' $95'854 088'808 zi8'288'c
929'8/.2 929'8.2 9.9'8.2
0i€'Z8 0LE'28 oLe'ze
¥65'02¢ ¥65'0Z¥ 6L2'St SLE'S0Y
151’69 1St's9 151'69
0s2'cL9 0sZ'¢L9 95b'g ¥6L'¥09
800'v1L 800'vLL 800'vLL
€0L'LL9 €0L'129 £0L'L29
ool'1e 004'12 oos'Le -
3oueeg papiovel Joeld 3ueg yuelg TPy puurny Jueld TPy 8i6j3g
lenju| jou paisnipy uo1 yaq ues oviD Bujiiy 0002 40d
fpv puwy ase) Jold Ajjeuopusuy Ajjeuonuayug Auedwod
yes Jag aouejeg
gl abeyd
Z-8 94NPaydsg jERNGaYy ase) sjey Joud O UoHei|ouoday jueld
Hayx3

uoISING JS1BM ~ Auedwiog eo1uSS Mk PIRLYOYT

ON
JunoddY

g]v—Nnﬁwnwr\mm

aun




89Z'910'C

892'910'C -

34

- 952'£95 ZLO'ESP'L Jviol ov
6¢
- - anasay Asede) 8¢
- - - - jueid ajqibuey J8l0  8YE e
- - - - juawdinbg snoauglsosiN e 9¢
- - - - juawdinb3 suoljesiuNWWoY [:14% (13
599'y G99'y 598’y - uawdinb3 pajesado jamad  SpE ve
- - - - yawdinb3g Alojeloqen pe (%%
699'L 699't 256 Lty wawdinb3 yjom pue |00l £ve ze
- - - - jusiudinb3 saio)g  Zpe LE
s¢ 1 (€L1) 6trl juswdinb3 uojepodsuel)  LyE oe
- - - - aiemyQs pue ﬂw«:QEOO Love 8¢C
¥58'8 $58'8 (a1a'2) £o9'ol sainixi4 pue aNyuINg PO  Ove 82z
- - - - juawdinb3 snoaueyadsiy pue jueld Jaylo 6€¢ 22
662 662 (v60°L) Z6€'L S80IAS(Q UOHUBAAIY MOXOE]  9EE e74
(060'c2) (060'c2) (185°29) L6 bY sjuelpA  §SE 74
5.0°'10¢ 5.0'10¢ 60€'L0L 99/'661 SIBlPN PpEE 124
$TY'LPZ £ZY'LpZ (Le2'8Y) 091062 saonas  £EE 14
161'890'} 151'890°} £22'62¢ YEP'ZPO SUIBW LOINQISIQ pue LoISSiSUeRLL  LEE 22
- - s$yue) ainssald  T'0LE 12
- - syuej abeiols 1 0€¢ 0z
728 1LY ¥z8'LLL vLL'S9 670'9p adidpuelg 3 siionsasay uognquisiq 0€E 6l
- - $19p394 UOIN(OS ([eAWDRYD  T'0ZE 8L
- - slueld Juawjess) 19leM L°0ZE Lt
{ror'st) (vo¥'s)) (s00'62) 109'EL wawdinb3 uawieal] salepy  0ZE 9
S5Z'v6 55216 0.2'42 $86'99 swdinb3 Buidwng omoalg  1ie Sk
- - (Lzy'iL) L2ZY'LE Juswdinb3 uoyessuss 1emod  OLE i
- - - - suen Addng  60€ £l
- - - - sjguun| pue saud|ies) uonenyul  80¢ 4"
608'ELL 60B'ELL Li8'cL 8€£6'66 sbuudg pue sisp - 20¢ Ll
- - - - SNEW JAYIO PUB 1A BT 90E ]!
- - - - ‘say Buipunodwy pue Buyosyon 50¢ [
869'8Y 869'8¥ 658'62 6c9'8l sjuawanosdw) pue sainppnys  vog 8
- - - siybiy pue pue puel  £0¢ L
- - - 1500 asiyouesy  Zog 9
- - - 3509 uoyezivebio 10T S
4
aouejeg yueg aiv paIsnipy ueig Jueig JuE)g PV 143G TPV 910j38 U6RAESS3  "ON €
lenu) ya asen ya1 B3 }o ase) Joud Buli4 000z 434 unoxy ¢z
a01d Aeuopuajuy  Ajeuopuejuy  Ajjeuopuajup pandwo) Auedwo)n L
Jag aduejeq ON
aun
gl ¢ abeg
Z2-9 SINPayos {eungay ase ) sley Joud O} uoljeyiouoddy Qv
uayx3 UDISING J31EM - Auedwo) 3AISS Ned PlBuYINT

¥010-60-VLZV1L0-M




£y o) |'p sobed ‘2-g jeyngay &b

gi'c o} 6'¢ sefed '2-g jeungsy 8y

E] H NILYOdd FA4

~rmr.o& $ 9o1ueG-UI-uEBld O} Juewsnipy G

[(FANT)] $ SOIAIBS-UI-uB|4 Ui (BSB8I09p) BSBaIOU] €

WpL'0L's  $ 108110 Jod uoniesasdeg paleINWNDdY paisnipy  Lb

020'220'6  $ - $ 0 $ (6v¥')) $ 02 $ (628'82) $ 1p1'20L'6 $ SIv10L 6€
- - - - weld siqibue) Jay0  8be L€
- - - justwdinbg snosueleosIy e [:14
D€LV 2 - - - 0eL'1Z wswdinby suogesiunwwo)  gye 5€
- - juewdinb3g pejesadQ Jsmod  SpE e
- - - jusiudinbg Aiojesoge  ppe €€

gLL'2 £ - - oLb'L wswdinb3 suoM pue sjooL.  epE TE
985l - - - 985t wswdinbg sai0)g  gye e

090'c8 - - - 090'c8 wawdinb3 uonepodsues|  LpE oe

- - - - - aiemyog pue QS:QEOQ L ovE 6C

286'vZL szi - - z98'veL saunixi4 pue aunwng O  0bE [:14

16¥'sE - - (0s2's) LyZ'6E ‘dinb3 "OsIN pue Jueld JBPO  BEE L2

" 9vs'L g€ - - 0182 SaIARQ UonUINSId MOpPYdeg  9EE 9z
£16'c9L ov0'L - - £28'291 sjuespAy  sge ST

9Z9'LE6'L 508 - - £28'086'L siBleW  vEE  vT

669'006 0s9'y - - 6+0'968 $9OIMOS  €EE €2

£08'v¥8'e LL8'Y 59 - zZol'oye's sulely Js1q pue 'suely  Lgg 22

- - - sjue) anssald ¢0eE L2
- - - syue) ofrio)g L'0EE 02
ShE'vLL - - - SPE'vLY adidpuejg g sionasay 1s1Q  OEE 61

- - $19poS4 uonjog feoIWaYD Z'0ZE 8l
| - - - - Wejd juswieasj Jslepy  L0ZE L)

600'LY LSE - - 859'0Y awdinb3 juswness) Jajlepy  0Z€ 9L
8€0'865 (Y24 - (851°1€) L12'829 awdinb3 Buidwing oupe3 e -]
£0V'95 - - -

£0¥'95 juswdinb3 uopessusd Jemod  GLE ¥
- suley Addng  s0¢ £
- - - Sjauun} pue sauajes uonelyu|  80¢ 2i
£6.'1£9 v9 Zrl - 185'1€9 sBuudg pue silspy 20¢ 1
- - - - seyEjUl JOYIO pUB JBARY OdeT  90E Ot

. - - ‘say Guipunodwy pue Buposjio)  50¢ [
698'v0b At (6¥¥'1) - (126'L¥) [k A1 47 sjuswaAcIdwi pue SAaINPNS  $OE 8
- (svi'2)) - - SyL'zL sjyBiy puen pue puey  €0€ L
- - - - - 1s0Q @siyduery  Zo€ 9
- - - - - 1s0g uonezivefiy  1L0¢ S
1a8g yueig -g J8d souereg BUEIELTG] juEld osusdx3 suswiaIney 1980 Uopdudssg ON 14
‘wndoy yo pajndwon paaoway pazyepden jueld ‘wnooy Jooy €
paysnipy Kreuonuauy 0} sousayIq av uo paysnipy 4
jfennqgay uopeloairdeq I
3 Q o} 8 v N
su
BSSRINOY [SSSUNM ¢ Joquinp Jawysnipy
4 obey sjuawishipy ewiojold aseg sjey 1507 [euibug
Z-9 8npayas [eungay 8002 '0¢ 49qwa)dag papu3 JesA 1saL

nayx3 uoISIAIQ Jajep - Auedwio) adjAIag Hed PI3UYAT




Line

No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments

Adjustment Number 2 - A '

A/D Plant Retirements

304 - Structures and Improvements

311 - Electric Pumping Equipment

339 - Other Plant and Miscellaneous Equipment

increase (Decrease) in Plant-in-Service

Exhibit

Rebuttal Schedule B-2
Page 4.1

Witness: Bourassa

$ (41,971)
(31,158)

(5,750)

S (18879



=z =
zooo\:c»u-.:xww—-log

Litchfield Park Service Company - Water Division

Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments

Adjustment Number 2 - B

A/D on Capitalized Plant

Acct. Decsription
307  Wells and Springs
331 Trans. and Dist. Mains

Increase (Decrease) in Plant-in-Service

SUPPORTING SCHEDULE

Rebuttal B-2, page 3.3

Depr.

Rate
333% $
2.00%

Original
Cost
11,389
8,600

Exhibit

Rebuttal Schedule B-2
Page 4.2

Witness: Bourassa

Yr
Factor Depreciation
0.375 $ 142
0.375 65

$ 207



Line

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - C

A/D on Removed Capitalized Office Rent

Depr.
Acct. Decsription Rate
307 Wells and Springs

307 _ Wells and Springs

Increase (Decrease) in Plant-in-Service

SUPPORTING SCHEDULE

Rebuttal B-2, page 3.4

333% $
2.62%

Original
Cost

(7.072)
(7.072)

Exhibit

Rebuttal Schedule B-2
Page 4.3

Witness: Bourassa

Yr
Factor Depreciation
5.79 $ (1,363)
0.46 (85)
$ 1,449
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Litchfield Park Service Company - Water Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 6
Adjustment Number 4 Witness: Bourassa

Line
No.
1 Plant Retirements
2
3 Advances-in-Aid of Construction $ (8,677)
4
5  Constributions-in-Aid of Construction $ (7,888)
6
7
8
9
10
1
12
13
14

15 See Staff Adjustment 1 Schedule JMM-W6




Litchfield Park Service Company - Water Division Exhibit
Test Year Ended September 30, 2008 Rebuttal Schedule B-5

Computation of Working Capital Page 1
Witness: Bourassa

Line

No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

Cash Working Capital (1/8 of Aliowance

Operation and Maintenance Expense) 3 437,861
Pumping Power (1/24 of Pumping Power) 42,242
Purchased Water (1/24 of Purchased Water) 209

Total Working Capital Allowance $ 480,312

Working Capital Requested $

SUPPORTING SCHEDULES: RECAP SCHEDULES:
Rebuttal C-1 Rebuttal B-1




| - Litchfield Park Service Company - Water Division Exhibit
Test Year Ended September 30, 2008 Rebuttal Schedule C-1

Income Statement Page 1
Witness: Bourassa

| Rebuttal Rebuttal
| Test Year Test Year Proposed Adjusted
‘ Line Adjusted Adjusted Rate with Rate
No. Results Adjustment Resuits Increase Increase
1 Revenues
2 Metered Water Revenues $ 6,347,481 $ 403,707 $ 6,751,188 $ 6,759,028 $ 13,510,216
3 Unmetered Water Revenues - - - - -
4 Other Water Revenues 127,522 - 127,522 - 127,522
5 $ 6,475,002 $ 403707 $ 6,878,709 $ 6,759,028 $ 13,637,738
6 Operating Expenses
7 Salaries and Wages 3 - - $ - - $ -
8 Purchased Water 5,011 - 5,011 - 5,011
9 Purchased Power 1,013,811 - 1,013,811 - 1,013,811
10 Fuel for Power Production 58,147 (20,309) 37,839 - 37,839
11 Chemicals 503,278 (305) 502,973 - 502,973
12 Repairs and Maintenance 44,001 - 44 001 - 44,001
13 Office Supplies and Expense - - - - -
14 Outside Services 12,469 - 12,469 - 12,469
15 Outside Services- Other 2,382,976 (4,409) 2,378,567 - 2,378,567
16 Outside Services- Legal 14,317 - 14,317 - 14,317
17 Water Testing 28,365 - 28,365 - 28,365
18 Rents 10,647 - 10,647 - 10,647
19 Transportation Expenses 151,879 - 151,879 - 151,879
20 Insurance - General Liability 95,469 - 95,469 - 95,469
21 Insurance - Health and Life 3,319 - 3,319 - 3,319
22 Reg. Comm. Exp. 63,662 - 63,662 - 63,662
23 Reg. Comm. Exp. - Rate Case 70,000 - 70,000 - 70,000
24 Misceilaneous Expense 81,664 (827) 80,837 - 80,837
25 Bad Debt Expense 3,264 5,284 8,548 - 8,548
26 Depreciation Expense 2,291,982 (4,715) 2,287,267 - 2,287,267
27 Taxes Other Than Income - - - - -
28 Property Taxes 373,338 6,157 379,495 - 379,495
29 Income Tax (449,705 164,778 (284,927) 2,608,909 2,323,982
30 Total Operating Expenses _$ 6,757,892 $ 145654 $ 6,903546 $ 2608909 $ 9,512,455
31 Operating Income $ (282,890) $ 258,053 § (24,837) $ 4,150,119 $ 4,125,283
32 Other Income (Expense)
33 Iinterest Income - - - - -
34 Other income (loss) - - - - -
35 Interest Expense (432,478) 4,068 (428,410) - (428,410)
36 Other Expense - - - - -
37 - - - - -
38 Total Other Income (Expense) _$  (432,478) $ 4068 $ (428410) § - $ (428,410)
39 Net Profit (Loss) _$ (715,368) $ 262,121 $ (453247) $ 4,150,119 $ 3,696,872
; 40
| 41 SUPPORTING SCHEDULES: RECAP SCHEDULES:
Rebuttal A-1

42 Rebuttal C-1, page 2
43
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Litchfield Park Service Company - Water Division

Test Year Ended September 30, 2008
Adjustments to Revenues and Expenses
Adjustment Number 1

Depreciation Expense

Acct.
No. Description
301 Organization Cost
302 Franchise Cost
303 Land and Land Rights
304 Structures and Improvements
305 Collecting and Impounding Res.
306 Lake River and Other Intakes
307 Wells and Springs
308 Infiltration Galleries and Tunnels
309 Supply Mains
310 Power Generation Equipment
311 Electric Pumping Equipment
320 Water Treatment Equipment
320.1 Water Treatment Plant
320.2 Chemical Solution Feeders
330 Dist. Reservoirs & Standpipe
330.1 Storage tanks
330.2 Pressure Tanks
331 Trans. and Dist. Mains
333 Services
334 Meters
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Misc. Equip.
340 Office Furniture and Fixtures
340.1 Computers and Software
341 Transportation Equipment
342 Stores Equipment
343 Tools and Work Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communications Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant

TOTALS
Less: Amortization of Contributions
311 Electric Pumping Equipment
331 Trans. and Dist. Mains
333 Services
334 Meters
335 Hydrants
Total Depreciation Expense
Test Year Depreciation Expense
Increase (decrease) in Depreciation Expense

Adjustment to Revenues and/or Expenses

SUPPORTING SCHEDULE

B-2, page 3
B-2, page 6.4

Rebuttal
Adjusted
Original
Cost
21,100

1,284,595
24,649,251

2,393,491

202,269
917,055
1,337,824
1,885,770

439,244

28,929,171
4,249,744
4,138,752
2,055,781

38,387
259,531
561,757

177,165
31,711
23,350

119,710

$

$

73,705,658

15,219
2,854,613
151,402
29,899
52,935

3,104,068

Exhibit

Rebuttat Schedule C-2

Page 2

Witness: Bourassa

Proposed
Rates

0.00%
0.00%
0.00%
3.33%
2.50%
2.50%
3.33%
6.67%
2.00%
5.00%
12.50%
3.33%
3.33%

20.00% -

2.22%
2.22%
5.00%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%
20.00%
20.00%
4.00%
5.00%
10.00%
5.00%
10.00%
10.00%
10.00%

12.5000%
2.0000%
3.3300%
8.3300%
2.0000%

Rebuttal

Depreciation
Expense

820,820

79,703

10,113
114,632
44,550
62,796

9,751

578,583
141,516
344,758
41,116
2,560
17,3114
36,802

35,433
1,268
1,168

11,971

$ 2,354,852

$ (1,902)
(57,092)
(5,042)

(2,491)

1,059

$ (67,586)

$ 2,287,267
2,291,982
{4,715)

$ (4,715)




Litchfield Park Service Company - Water Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule C-2
Adjustment to Revenues and Expenses Page 3
Adjustment Number 2 Witness: Bourassa

Line

No.
1 Property Taxes:
2
3 Adjusted Revenues in year ended 09/30/08 $ 6,878,709
4  Adjusted Revenues in year ended 09/30/08 6,878,709
5 Proposed Revenues 13,637,738
6 Average of three year's of revenue $ 9,131,719
7  Average of three year's of revenue, times 2 $ 18,263,437
8 Add:
9 Construction Work in Progess at 10% $ -
10 Deduct:
11 Book Value of Transportation Equipment 94,101
12
13  Full Cash Value $ 18,169,337
14 Assessment Ratio 21%
15 Assessed Value 3,815,561
16 Property Tax Rate 9.5187%
17
18 Property Tax 363,193
19 Plus: Tax on Parcels 16,302
20

21 Total Property Tax at Proposed Rates 3 379,495
22 Property Taxes recorded during the test year 373,338
23 Change in Property Taxes $ 6,157
24
25
26 Adjustment to Revenues and/or Expenses $ 6,157
27




Line

S0 ® \lmmhww-—xlg
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
ADJUSTMENTS TO REVENUES AND/OR EXPENSES
Adjustment Number 3

Cntractual Services - Aerotek

Remove Contractual Services related to Black Mountain Sewer Company

Increase(decrease) in Contractual Services

Adjustment to Revenue and/or Expense

See Testimony

Exhibit

Rebuttal Schedule C-2
Page 4

Witness: Bourassa

$ (42,200)
$ (42,200)
$ _(42,200)




Line

No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Adjustment to Revenues and Expenses
Adjustment Number 3

Miscellaneous Expense

Beverages expenses included in Miscellaneous expense

Increase(decrease) in Materials and Supplies

Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULES
Staff Schedule JMM-W16 Adjustment #3

Exhibit

Rebuttal Schedule C-2
Page 4

Witness: Bourassa

$ (827)
$ (827)
$ (827)




Line
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Adjustment to Revenues and Expenses
Adjustment Number 4

Bad Debt Expense

Normalized Bad Debt Expense

Bad Debt Expense per Direct

increase(decrease) in Bad Debt Expense

Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULES
Staff Schedule JMM-W17 Adjustment #4

8,548

3,264

5,284

Exhibit

Rebuttal Schedule C-2
Page 5

Witness: Bourassa

5,284




Line

No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Adjustment to Revenues and Expenses
Adjustment Number 5

Normalize Fuel For Power Production

2006 - Fuel for Power Production expense
2007 - Fuel for Power Production expense
2008 - Fuel for Power Production expense
Total

Normalization period - 3 years
Normalized Fuel for Power Production expense
Adjusted Test Year Fuel for Power Production expense

Increase(decrease) in Fuel for Power Production

Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULES
E-2

Exhibit

Rebuttal Schedule C-2
Page 6

Witness: Bourassa

309
55,059
58,147

113,516
3.00
37,839

58,147

(20,309)

(20,309)




Exhibit

Rebuttal Schedule C-2
Page 7

Witness: Bourassa

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Adjustment to Revenues and Expenses
Adjustment Number &

Line

Z
o

Revenue Annualization

Reverse Proforma Reduction if Revenues from City of Goodyear $ 403,707
Increase(decrease) in Revenues $ 403,707
$ 403,707

Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULE

RUCO Schedule 4, page 2 of 15 Adjustment No. 1

NN 2wt
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Line

No.
1
2
3
4
5
6
7
8
9
10
1
12
13
14
15
16
17
18
19
20

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Adjustment to Revenues and Expenses
Adjustment Number 7

Chemicals Expense

Hills Brothers Chemicals expense outside the test year.

Increase(decrease) in Chemicals Expense

Adjustment-to Revenue and/or Expense

Exhibit

Rebuttal Schedule C-2
Page 8

Witness: Bourassa

(305)

(305)

(305)




Litchfield Park Service Company - Water Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule C-2
Adjustment to Revenues and Expenses Page 9
Adjustment Number 8 Witness: Bourassa
Line
No.
4" Capitalized Expenses
2
3
4
5 307 - Wells and Springs - Hydro Controls and Pump Systems (clocks for wells) $ (1,114)
6 307 - Wells and Springs - Southwest Grd Wir Consuit. (well spacing evaluation) (1,380)
7 307 - Wells and Springs - Southwest Grd Wir Consult. (well impact analysisy) (4,823)
8 307 - Wells and Springs - Southwest Grd Witr Consult. (well rehabilitation) (4,072)
9 331 - Distrbution Mains - Narasimhan Consulting Services (Dist. Sys. Eval.) (8,600)
10 .
11 Total Capitalized Expenses $ (19,989)
12
13 Increase(decrease) in Contractual Services - Other $ 519,989!
14
15
16 Adjustment to Revenue and/or Expense $ (19,989)
17
18
19 SUPPORTING SCHEDULE
20 Rebuttal B-2, page 3.3
21




Line
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Adjustment to Revenues and Expenses
Adjustment Number 9

Remove Unncessary Expense

Meals and Entert: Exp cost for the DBack game

Meals and Entert: BALANCE DUE FOR 2008 XMAS PART
Meals and Entert: DJ SERVICE - XMAS PARTY

Meals and Entert: For Holiday Party Dec. 2008

Meals and Entert: Catered Lunch

Total

Water Divison 4-factor allocation %

Increase (decrease) in Contractual Services - Other

Adjustment to Revenue and/or Expense

Exhibit

Rebuttal Schedule C-2
Page 10

Witness: Bourassa

(6,400)
(953)
(495)

(4,959)
(412)

(13,219)
24.14%

(3,191)

(3,191)




wn
(3}

Zb'L WP 0} asuodsay Jod ,  pE
G'S INWr o) asucdsay lad, €€
43
ﬂﬂﬂ"ﬂ sasuadx3 10/pue sanusAdy 0} Juawisnipy €
o€
62
122'81L $ {(@sn) s1s0D Pa1edo||y aINjoniiselu) Ul (aseainap) asealdu) (74
L2
80.'L6Z $ 2lasn) 1v211q sad uoneooly 1500 aInjonIIselu] 9z
114
7 6.¥'01€ $ S8E'LEE'L $ LG6'EE6'Y $ (gz8'161)  § G8l'sels $ {asn ssejop sn) @0l ve
00 00’1 00'L 00'L 00’1 Jopey €2
| 6.¥'0LE $ sge’lee’t $ 1S6'EE6'Y $ (8z8'b61) - ¢ g8l'SZL'S $  (avo siejiop ueipepued) lejoy, T
iz
7 ¥SZ'CL %ZE'ET 546'CS %86'9C  L2L'v6L $ L2L'v61 uogepaidsq 02
| 120'st %LE'ET 850’61 %86°9C  ThP'SLL $ , (981'9p) 829'19. sasuadx3 8oyo 61
ﬁ (£60°1) %CE'ET S0L'v- %86'9Z  (9ev'2L) $ | (2yo'svi) 902’8zl SjuwIad @ soad/sasuadl 8l
619'81 %ZE'ET £48'6.2 %96'97  289'56Z $ 298'S62 sy /L
Loy %CE €T 12211 %86'9C  £v8'€9 $ £v8'€9 s994 Juaby Jaysuel) g mods3  gi
W Z8l'pL %CE'ET 822'09 %86'9C  250'52T $ zs0'sze saaj asisnil  Gi
| 1911 %ZE'ET £06'vL %86'97  T8S'LLZ $ 285'L.2 SUOREDIUNWWOYD JSPIOH U ¥
8€0'0F %ZE'EC 889'LL1L %86'9C  55Z'9€9 $ GGZ'9e9 [e10) - 894 juswabeuey ¢y
6€2'82 %ZE'ET $60°L21 %8697  L9L'8hY $ 192'8vp SVINISG [BUOISSBJ0I] JOUIO  ZL
oov'sy %ZE €T L¥6'v61 %86'9C  82Z¥'TTL $ 8zZy'zes |eba b
09L°pZ %ZEET - £09'€01 %86'9Z  0p6'c8s $ 0v6'e8e saouRg XBL 0L
8EL'Z9 %ZEET z9v'992 $ %869  9/+'.86 $ 9./¥'.86 $ upny 6
8
uoijedoly Juno) 1004 150D .o\lo 1004 1S0D mucwcbm:_.u( __oo& 180D 2l
00Sd1 Jawoisng £q pajesoly uoeso|ly jelo) [ejol 9
Jopuiofey uoned0|Y dnoiny dnoio Japutolay fenjoy S
09Sd1 ainonijseyu]  UNPNygSseluy 4
Aimn Amn £
Uoljed0)jy ainjonsedjuy - S350 9910 jejuan 2
L
N
33U
BSSBIN0g (SSOUJIAA 01 Jagwiny juawisnipy
L} ebeyd sasuadx3 pue sanusAay 0} Juawusnipy
T-0 8Inpayos fenngay 8002 '0€ Jaquisjdag papu3 Jeaj iso]

nawx3 uoISIAIg JajeM - Auedwo 81198 Yied PRSI




Litchfield Park Service Company - Water Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule C-2
Adjustment to Revenues and Expenses Page 12
Adjustment Number 11 Witness: Bourassa

Line
No.
1 Interest Synchronization
2
3
4  Fair Value Rate Base $ 37,502,569
5  Weighted Cost of Debt 1.14%
6 Interest Expense $ 428,410
7
8  Test Year Interest Expense $ 432,478
9
10 Increase (decrease) in Interest Expense (4,068)
11
12
13
14  Adjustment to Revenue and/or Expense $ 4,068
15
16
17  Weighted Cost of Debt Computation
18 Weighted
19 Amount Percent Cost Cost
20  Debt $ 11,506,844 17.86% 6.39% 1.14%
21  Equity $ 52,906,962 82.14% 12.00% 9.86%
22 Total $ 64,413,805 100.00% 11.00%
23
24
25
26
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Adjustment to Revenues and/or Expenses

Income Tax Computation

Adjustment Number 12

Test Year
Adjusted
Results

Taxable Income before adjustments $ (738,174)

Adjustments to taxable income
Taxable Income

Income Before Taxes
Arizona Income Before Taxes
Less Arizona Income Tax
Rate =

Arizona Taxable Income
Arizona Income Taxes
Federa! Income Before Taxes

Less Arizona Income Taxes

Federal Taxable Income

FEDERAL INCOME TAXES:
15% BRACKET
25% BRACKET
34% BRACKET
39% BRACKET
34% BRACKET

Federal Income Taxes

Total Income Tax

Overall Tax Rate

$ (738,174)

$ (738,174)

6.97%

Exhibit

Rebuttal Schedule C-2
Page 13

Witness: Bourassa

Adjusted
with Rate
Increase

$ 6,020,855

3 600855

$ 6,020,855

$ 6,020,855

$ 419,533

$ 5601322
$ 419,533

$ 6,020,855

$ 419,533

$ 5,601,322

7.500
6,250
8,500
91,650
1,790,549

A PPN P e

$ 1,904.449

$ 2,323,982

38.60%

income Tax at Proposed Rates Effective Rate ) (284,927)

Federal

Effective

Tax

Rate
31.63%



Litchfield Park Service Company - Water Division Exhibit
Test Year Ended September 30, 2008 Rebuttal Schedule C-3

Computation of Gross Revenue Conversion Factor Page 1
Witness: Bourassa

Percentage
of
Incremental
Line Gross
No. _Description Revenues
1 Federal Income Taxes 31.63%
2
3 State Income Taxes 6.97%
4
5 Other Taxes and Expenses 0.00%
6
7
8 Total Tax Percentage 38.60%
9
10 Operating Income % = 100% - Tax Percentage 61.40%
11
12
13
14
15 1 = Gross Revenue Conversion Factor
16 Operating Income % 1.6286
17
18 SUPPORTING SCHEDULES: RECAP SCHEDULES:
19 Rebuttal A-1
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\» ‘ Litchfield Park Service Company - Water Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule G-7
COMMODITY - DEMAND METHOD FUNCTION FACTORS Page 2
Plant and Depreciation Expense Allocations Functions Witness: Bourassa
\
|
' Line
| No.
| 1
‘ 2 Description Total Demand Commodity Customer
3 Wells 1.00 0.90 0.10
4 Pumps & Equipment 1.00 0.90 0.10
| 5 Trans. & Dist. Mains 1.00 0.90 0.10
| 6 Structures & Improv. 1.00 1.00
7 Land 1.00 1.00
8 Customer 1.00 1.00
9 Services 1.00 1.00
10 Meters 1.00 1.00
11 Fire Hydrants 1.00 1.00
12 Transportation Equip. 1.00 0.25 0.75
13  Office Furniture 1.00 1.00
14 Communication Equip. 1.00 0.25 0.75
15 Water Treatment Equip. 1.00 0.90 0.10
16
17
18
19

20
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Cost of Service Study, Using Commodity Demand Method
Development of Class Allocation Factors

COMMODITY ALLOCATION FACTOR

Exhibit

Rebuttal Schedule G-7

Page 3

Witness: Bourassa

DEMAND ALLOCATION FACTOR

Equivaient
(a) Number Number
Total Gallons Percent of Meters Equiv- of Meters Percent
(in 1,000's) of Meter and/or alent and/or of
Meter Size In Test Year Total Size Services Weight Services Total
5/8" x 3/4" 13,649 0.39% 5/8" x 3/4" 116 1.0 116 0.34%
3/4" 1,042,724 29.49% 3/4" 9,055 1.5 13,583 39.95%
1" 1,009,774 28.56% 1" 5,489 25 13,723 40.37%
1-1/2" 164,274 4.65% 1-1/2" 182 5.0 910 2.68%
2" 866,848 24.52% 2" 608 8.0 4,864 14.31%
3" - 0.00% 3" - 16.0 0 0.00%
4" 126,502 3.58% 4" 21 25.0 525 1.54%
6" - 0.00% 6" - 50.0 0 0.00%
8" 301,780 8.535% 8" 2 80.0 160 0.47%
10" 10,338 0.292% 10" 1 115.0 115 0.34%
Totals 3,535,889 100.00% Totais 15,474 33,995 100.00%
E———————
CUSTOMER ALLOCATION FACTOR SERVICES ALLOCATION FACTOR (b)
Percent Number Install- Weighted Percent
Meter Number of Meter of ation Number of
Size of Meters Tota! Size Services Cost Services Total
5/8" x 3/4" 116 0.75% 5/8" x 3/4" 116 $ 445.00 51,620 0.69%
3/4" 9,055 58.52% 3/4" 9,055 445.00 4,029,475 54.12%
1" 5,489 35.47% 1" 5,489 495.00 2,717,055 36.50%
1-1/2" 182 1.18% 1-1/2" 182 550.00 100,100 1.34%
2" 608 3.93% 2" 608 830.00 504,640 6.78%
3" - 0.00% 3" 0 1,165.00 0 0.00%
4" 21 0.14% 4" 21 1,670.00 35,070 0.47%
6" - 0.00% 6" 0 2,330.00 0 0.00%
8" (c) 2 0.01% g" 2 2,330.00 4,660 0.06%
10" 1 0.01% 10" 1 2,330.00 2,330 0.03%
Totals 15,474 100.00% Totals 15,474 7,444,950 100.00%
METER ALLOCATION FACTOR (b}
Weighted Percent
Meter Number Meter Dollars of
Size of Meters Cost of Meters Total
5/8" x 3/4" 116 $ 155.00 17,980 0.33%
3/4" 9,055 255.00 2,309,025 42.78%
1 5,489 315.00 1,729,035 32.03%
1-1/2" 182 625.00 95,550 1.77%
2" 608 1,890.00 1,149,120 21.29%
3" 0 2,545.00 0 0.00%
4" 21 3,645.00 76,545 1.42%
6" 0 6,920.00 0 0.00%
8" 2 6,920.00 13,840 0.26%
10" 1 6,920.00 6,920 0.13%
Totals 15,474 5,398,015 100.00%

{a) Includes customer and galion soid annualization.
{b) Meter and Service Line cost from Arizona Corporation Commission Memo of February 21, 2008
from Marlin Scott, Jr.. Meter costs based on compound meters. Cost of service line and

meter is based on costs allowed for a compound meter instailation.
(c) 8 Inch customer(s) expected to leave system. See testimony of Greg Sorenson.
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Litchfield Park Service Company - Water Division
Changes in Representative Rate Schedules
Test Year Ended September 30, 2008

Other Service Charges
Establishment (Regular Hours) per Rule R14-2-403D (a)

Establishment (After Hours) per Rule R14-2-403D (a)
Re-Establishment of Service per Rule R14-2-403D (a)
Reconnection (Regular Hours) per Rue R14-2-403D (a)
Reconnection (After Hours) per Rule R14-2-403D (a)
Meter Test (if correct) per Rule R14-2-408F (c)

Meter Reread per Rule R14-2-408C (if correct)

NSF Check per Rule R14-2-409F (a)

Deferred Payment, Per Month

Late Charge

Service Calls - Per Hour/After Hours(e)

Deposit Requirements

Deposit Interest

Meter and Service lines

Main Extension Tariff

Present Proposed
Rates Rates
$ 20.00 $ 20.00
$ 40.00 $ 40.00
(b) (b)
$ 50.00 $ 50.00
$ 6500 $ 65.00
$ 2500 $ 25.00
$ 500 $ 5.00
$ 2000 $ 20.00
1.50% 1.50%
() (d)
$ 40.00 $ 40.00
® ®
3.50% 3.50%
see H-3, page 4
at Cost at Cost

(a) Service charges for customers taking both water and sewer service are not duplicative.
(b) Minimum charge times number of full months off the system. per Rule R14-2-403(D).

(c) $25 plus cost of test
(d) Greater of $5.00 or 1.5% of unpaid balance.
(e) No charge for service calls during normal working hours.

() Per ACC Rules R14-2-403(B) Residential - two times the average bill.

Commercial - two and one-half times the average bill.

Exhibit

Rebuttal Schedule H-3
Page 3

Witness: Bourassa

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
TS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE

TAX. PER COMMISSION RULE 14-2-409D(5).




Line

Litchfield Park Service Company - Water Division

Test Year Ended September 30, 2008
Meter and Service Line Charges

Refundable Meter and Service Line Charges

5/8 x 3/4 Inch

3/4 Inch

1Inch

11/2 Inch

2 Inch

Over 2 Inch

2 Inch / Turbine

2 Inch / Compound
3 Inch / Turbine

3 Inch / Compound
4 Inch / Turbine

4 Inch / Compound
6 Inch / Turbine

6 Inch / Compound
8 Inch & Larger

Constuction Water

N/T = No Tariff

Present
Present Meter
Service Install- Total
Line ation Present

Charge Cha‘rg‘e Charge

225.00
300.00
500.00
: 675.00
- At Cost
: NT
NT
NT
NT
NT
NT
NT
NT
NT

$ 1500

Proposed
Service
Line
Charge

S g 22500 § 0 385.00

385.00
435.00
470.00

' 630.00

630.00

805.00

845.00
1,170.00
1,230.00
1,730.00
1,770.00
At Cost

Proposed
Meter
Install-

ation
Charge
$ 135.00
215.00
255.00

965.00

1,690.00
1,470.00
2,265.00
2,350.00
3,245.00
4,5645.00
6,280.00
At Cost

465.00

Exhibit

Rebuttal Schedule H-3
Page 4

Witness: Bourassa

Total
Proposed
Charge
$ 520.00
600.00
690.00
935.00

1,595.00
2,320.00
2,275.00
3,110.00
3,520.00
4,475.00
6,275.00
8,050.00
At Cost

$ 1,500




BOURASSA REBUTTAL
WASTEWATER SCHEDULES
(Rate Base — Phase 1)




Litchfield Park Service Company - Wastewater Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule A-1
Computation of Increase in Gross Revenue Page 1
Requirements As Adjusted Witness: Bourassa
Line
No,
1 Fair Value Rate Base $ 28,034,885
2
3 Adjusted Operating Income 150,940
4
5 Current Rate of Return 0.54%
6
7 Required Operating Income $ 3,083,837
8
9 Required Rate of Return on Fair Value Rate Base 11.00%
10
11 Operating Income Deficiency $ 2,932,897
12
13 Gross Revenue Conversion Factor 1.6286
14
15 Increase in Gross Revenue Revenue Requirement $ 4,776,618
16
17 Test Year Revenues $ 6,356,374
18 Increase in Gross Revenue Revenue Requirement $ 4,776,618
19 Proposed Revenue Requirement $ 11,132,993
20 % Increase 75.15%
21
22 Customer Present Proposed Dollar Percent
23 Classification Rates Rates Increase Increase
24 Residential $ 4647120 $ 8,236,679 $ 3,589,559 77.24%
25 Residential HOA 266,016 471,494 205,478 77.24%
26 Multi-unit Housing 518,888 919,818 400,931 77.27%
27 Small Commercial 84,318 149,463 65,145 77.26%
28 Measured Service:
29 Regular Domestic 256,547 454,904 198,357 77.32%
30 Rest., Motels, Grocery, Dry Cleaning 222,936 395,322 172,386 77.33%
31 Wigwam Resort 115,929 205,502 89,573 77.27%
32 School 76,320 135,277 58,957 77.25%
33 Effluent 92,268 92,268 - 0.00%
34 Subtotal before Rev. Annualization $ 6,280,340 $ 11,060,726 $ 4,780,386 76.12%
35
36 Revenue Annualization $ (27,512) $ (28,724) $ (1,213) 4.41%
37 Misc Revenues 99,755 99,755 - 0.00%
38 Reconciling Amount H-1 to C-1 3,791 1,236 (2,555) -67.40%
39
40 Total of Water Revenues $ 6356375 $ 11,132,992 $ 4,776,618 75.15%
41
42
43

44 SUPPORTING SCHEDULES:
45 Rebuttal B-1

46 Rebuttal C-1

47 Rebuttal C-3

48 Rebuttal H-1

49

—



Litchfield Park Service Company - Wastewater Division Exhibit
Test Year Ended September 30, 2008 Rebuttal Schedule B-1

Summary of Rate Base Page 1
Witness: Bourassa

Line Original Cost Fair Value

No. Rate base Rate Base
1 e -
2 Gross Utility Plant in Service $ 59,833,807 $ 59,833,807
3 Less: Accumulated Depreciation 7,902,675 7,802,675
4
5 Net Utility Plant in Service $ 51,931,132 $ 51,931,132
6
7 Less:
8 Advances in Aid of
9 Construction 6,989,559 6,989,559
10 Contributions in Aid of
11 Construction 18,643,786 18,643,786
12 Accumulated Amortization of CIAC (2,072,117) (2,072,117)
13
14 Customer Meter Deposits 0 0
15 Deferred Income Taxes & Credits 335,020 335,020
16 - -
17
18
19 Plus:
20 Unamortized Finance
21 Charges - -
22 Deferred Finance Charges - -
23 Allowance for Working Capital - -
24
25
26 Total Rate Base $ 28,034,885 $ 28,034,885
27
28
29
30 SUPPORTING SCHEDULES:
31 Rebuttal B-2
32 Rebuttal B-5
33
34
35




Line

Z
(]

QO NOODHWN-

Litchfield Park Service Company - Wastewater Division

Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments

Gross Utility
Plant in Service

Less:
Accumulated
Depreciation

Net Utility Plant
in Service

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction (CIAC)

Accumulated Amontization of CIAC
Customer Meter Deposits

Deferred Income Taxes

Plus:

Unamortized Finance
Charges

Deferred Finance Chgs

Allowance for Working Capital

Total

SUPPORTING SCHEDULES:

Rebuttal B-2, page 2

Actual
at
End of
Test Year

$ 60,394,260
8,475,991
$ 51,918,269

7,006,208

18,737,132
(2,072,117)

68,685
15,987

134,528

$ 28,296,903

Exhibit

Rebuttal Schedule B-2
Page 1

Witness: Bourassa

Adjusted
Proforma atend
Adjustments . of
Amount Test Year
(560,453) $ 59,833,807
(573,316) 7,902,675
$ 51,931,132
(16,649) 6,989,559
(93,346) 18,643,786
- (2,072,117)
(68,685) 0
319,033 335,020
(134,528) -

S 28034885

RECAP SCHEDULES:
Rebuttal B-1
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- A

Line
No.
1 Plant Retirements
2
3 354 - Structures and Improvements
4 361 - Collection Sewer - Gravity
5 371 - Pumping Equipment
6 389 - Other Plant and Miscellaneous Equipment
7
8 Increase (Decrease) in Plant-in-Service
9
10
11 For related AIAC and CIAC see Rebuttal Schedule B-2, page 6
12
13
14
15

16 See Staff Adjustment 1 Schedule JMM-WWS5 (from Exhibit MSJ Table G-1)

Exhibit

Rebuttal Schedule B-2
Page 3.1

Witness: Bourassa

$ (388,834)
(18,730)
(103,992)

(43,421)
$ (554,977)



Line

Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Transfer of Odor Control Unit to Black Mountain Sewer Company ("BMSC")

Original Cost of Odor Control Unit

Iincrease (Decrease) in Plant-in-Service

See Staff Adjustment 2 Schedule JMM-WW6
(Actual cost is $38,250 per updated documentation not $38,625)

Exhibit

Rebuttal Schedule B-2
Page 3.2

Witness: Bourassa

$ (38,250)
S (38250




Litchfield Park Service Company - Wastewater Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 3.3
Adjustment Number 1- C Witness: Bourassa
Line
No.
1 Capitalized Expenses
2
3 354 - Structures and Improvements - Dean Fence and Gate (fence) $ 3725
4 355 - Power Generation Equipment - Loftin Equipment Co. (generator duct) 5,004
) 371 - Pumping Equipment - Precision Electric (install rebuilt pump) $ 1,530
6 371 - Pumping Equipment - Precision Efectric (new reinforced strainer baskets) 4,864
7 Total 371 - Pumping Equipment 6,394
8 389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor site plant and pole mnt) $ 1,450
9 389 - Other Plant and Misc. Equip. - Keogh Engineering (edor monitor legal descr. & map) 550
10 389 - Other Plant and Misc. Equip. - Keogh Engineering (filter system repair) 8,054
11 389 - Other Plant and Misc. Equip. - Keogh Engineering (work on UV system) 525
12 Total 389 - Other Plant and Misc. Equip. 10,579
13
14 Increase (Decrease) in Plant-in-Service $ 25702
15
16
17
18
19
20 See testimony
21
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Line

mmwmmbwm-a‘g

Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008
Qriginal Cost Rate Base Proforma Adjustments
Adjustment Number 2 - A

A/D Plant Retirements

354 - Structures and improvements

361 - Collection Sewer - Gravity

371 - Pumping Equipment

389 - Other Plant and Miscellaneous Equipment

Increase (Decrease) in Plant-in-Service

SUPPORTING SCHEDULES
Rebuttal B-2, page 3.1

Exhibit

Rebuttal Schedule B-2
Page 4.1

Witness: Bourassa

$(388,834)
(18,730)
(103,992)

(43,421
$(554,977)



Litchfield Park Service Company - Wastewater Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.2
Adjustment Number 2 - B Witness: Bourassa

Line

No.
1 Computation of A/D for transfered Odor Control Unit to Black Mountain Sewer Company ("BMSC")
2
3 Cost $ 38,250 (from B-2, page 3.2)
4
5 Number of Accumulated
6 Year Rate Months  Percent Half Year Depreciation
7 2002 * 2.52% 11 91.67% 50% 441.79
8 2002 5% 1 8.33% 50% 79.69
9 2003 5% 12 100% 100% 1,912.50
10 2004 5% 12 100% 100% 1,912.50
1 2005 5% 12 100% 100% 1,912.50
12 2006 5% 12 100% 100% 1,912.50
13 2007 5% 12 100% 100% 1,912.50
14 2008 5% 6 50% 100% 956.25
15
16 Total $ 11,040.23
17
18 “The depreciation rate before November 2002 was 2.52% and after was 5%
19
20 Adjustment to Accumulated Depreication $ (11,040
21

22




Line .

No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - C

Decommissioning Costs of Lift Station Requirement

354 - Structures and Improvements - Yahweh Contracting LLC (Lift station removal/retirement)

Increase (Decrease) in Plant-in-Service

See testimony

Exhibit

Rebuttal Schedule B-2
Page 4.3

Witness: Bourassa

$ (8,003)

$ (8,003



Litchfield Park Service Company - Wastewater Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.4
Adjustment Number 2 - D Witness: Bourassa

Line

No.
1 A/D on Capitalized Plant
2
3 Depr. Original Yr
4 Acct. Decsription Rate Cost Factor Depreciation
5 354  Structures & Improvements 3.33% $ 3,725 0.375 $ 47
6 355 Power Generation 5.00% 5,004 0.375 94
7 371 Pumping Equipment 12.50% 6,394 0.375 300
8 389 Other Sewer Plant & Equip. 6.67% 10,579 0.375 265
9

10

11 Increase (Decrease) in Plant-in-Service $ 705
12
13
14

15

16 SUPPORTING SCHEDULE
17 Rebuttal B-2, page 3.3

22 See testimony
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Line

No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008
Original Cost Rate Base Proforma Adjustments
Adjustment Number 4

AIAC and CIAC Related to Plant Retirements

Advances-in-Aid of Construction

Constributions-in-Aid of Construction

See Staff Adjustment 1 Schedule JMM-WWS5

Exhibit

Rebuttal Schedule B-2
Page 6

Witness: Bourassa

$(16,649)

$(93,346)




Litchfield Park Service Company - Wastewater Division  Exhibit

,..
'o‘toco\:mmx;wm_;'_gg'

Test Year Ended September 30, 2008
Computation of Working Capital Page 1

Rebuttal Schedule B-5

Witness: Bourassa

Cash Working Capital (1/8 of Allowance

Operation and Maintenance Expense) $ 711,419
Pumping Power (1/24 of Pumping Power) 11,148
Purchased Water (1/24 of Purchased Water) 50
Prepaids 72,782
Materials & Supplies -
Total Working Capital Allowance $ 795,399
Working Capital Requested $ -
SUPPORTING SCHEDULES: RECAP SCHEDULES:
Rebuttal C-1 Rebuttal B-1




Litchfield Park Service Company - Wastewater Division Exhibit
Test Year Ended September 30, 2008 Schedule C-1

Income Statement Page 1
Witness: Bourassa

Rebuttal Rebuttal
Test Year Test Year Proposed Adjusted
Line Adjusted Adjusted Rate with Rate
No. Results Adjustment Results Increase Increase
1 Revenues
2 Flat Rate Revenues $ 6,164,589 $ - $ 6,164,589 $4,776618 $ 10,941,207
3 Measured Revenues 92,030 - 92,030 - 92,030
4 Other Wastewater Revenues 99,755 - 98,755 - 99,755
5 $ 6,356,374 $ - $ 6,356,374 $4,776618 $ 11,132,993
6  Operating Expenses
7 Salaries and Wages $ - - $ - - $ -
8 Purchased Water and WW Treatment 1,205 - 1,205 - 1,205
9 Sludge Removal Expense 267,554 - 267,554 - 267,554
10 Purchased Power 632,064 - 632,064 - 632,064
1 Fuel for Power Production 2,076 - 2,076 - 2,076
12 Chemicals 279,749 - 279,749 - 279,749
13 Materials and Supplies 75,579 - 75,579 - 75,579
14 Contractual Services 3,117 - 3,117 - 3,117
15 Contractual Services- Testing 33,348 - 33,348 - 33,348
16 Contractual Services - Other 2,716,001 72,805 2,788,806 - 2,788,806
17 Contractual Services - Legal 24,084 - 24,084 - 24,084
18 Equipment Rental 78,309 - 78,309 - 78,309
19 Rents - Building 18,976 - 18,976 - 18,976
20 Transportation Expenses 69,551 - 69,551 - 69,551
21 Insurance - General Liability 32,133 - 32,133 - 32,133
22 Insurance - Vehicle 2,213 - 2,213 - 2,213
23 Regulatory Commission Expense 19,133 (1,136) 17,997 - 17,997
24 Reg.Comm. Exp. - Rate Case 70,000 - 70,000 - 70,000
25 Miscellaneous Expense 36,656 (494) 36,162 - 36,162
26 Bad Debt Expense 43,889 (21,791) 22,098 - 22,098
27 Depreciation and Amortization 1,550,237 (27,149) 1,623,088 - 1,523,088
28 Taxes Other Than Income - - - - -
29 Property Taxes 336,629 (2,865) 333,764 - 333,764
30 Income Tax (99,906) (6,532) (106,438) 1,843,721 1,737,283
31 -

b 6,192,596 $ 12,838 $ 6,205434 $1,843,721 $ 8,049,155

32 Total Operating Expenses
5 163,778 $ (12,838) $ 150,940 $2,932,897 § 3,083,837

33 Operating Income
’} 34 Other Income (Expense)

Bl

35 Interest Income - - - -
36 Other income - - - - -

37 Interest Expense (322,703) 2,446 (320,256) - (320,256)
38 Other Expense - - - - -
39

40 Total Other Income (Expense) $ (322,703) $ 2,446 $ (320,256) $ - $  (320,256)
41  Net Profit (Loss) $ (158,925) $ (10,391) $ (169,316) $2,932,897 § 2,763,581
42

43 SUPPORTING SCHEDULES: RECAP SCHEDULES:

44 Rebuttal C-1, page 2 Rebuttal A-1

45
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Litchfield Park Service Company - Wastewater Division Exhibit

Test Year Ended September 30, 2008 Schedule C-2
Adjustments to Revenues and Expenses Page 2
Adjustment Number 1 Witness: Bourassa
Line
No.
1 Depreciation Expense
2 Adjusted
3  Acct. Original Proposed Depreciation
4 No. Description Cost Rates Expense
5 351  Organization - 0.00% -
6 353 Land 1,783,426 0.00% -
7 354  Structures & Improvements 18,941,384 3.33% 630,748
8 355 Power Generation 548,674 5.00% 27,434
9 360 Collection Sewer Forced 1,161,105 2.00% 23,222
10 361 Collection Sewers Gravty 23,094,661 2.00% 461,893
11 362 Special Collecting Structures - 2.00% -
12 363  Customer Services - 2.00% -
13 364  Flow Measuring Devices 47,019 10.00% 4,702
14 366 Reuse Services 3,789,468 2.00% 75,789
15 367 Reuse Meters and Instaliation 52,331 8.33% 4,359
16 370 Receiving Wells 860,393 3.33% 28,651
17 371 Pumping Equipment 1,760,813 12.50% 220,102
18 374 Reuse Distribution Reservoirs 62,825 2.50% 1,571
19 375 Reuse Trans. and Dist. System ° 414,315 2.50% 10,358
20 380 Treatment & Disposal Equip. 5,431,228 5.00% 271,561
21 381 Plant Sewers 47,788 5.00% 2,389
22 382  Outfall Sewer Lines 343,681 3.33% 11,445
23 389 Other Sewer Plant & Equip. 611,767 6.67% 40,805
24 390 Office Furniture & Equipment 198,772 6.67% 13,258
25 390.1 Computers and Software - 20.00% -
26 391  Transportation Equipment 26,078 20.00% 5,216
27 392  Stores Equipment 8,968 4.00% 359
28 393 Tools, Shop And Garage Equip 56,167 5.00% 2,808
29 394 Laboratory Equip 173,948 10.00% 17,395
30 396 Communication Equip 418,996 10.00% 41,900
31 398 Other Tangible Plant - 10.00% -
32 TOTALS $ 59,833,807 $ 1,895,964
33
34 Less: Amortization of Contributions
35 361 Collection Sewers Gravty $ 18,643,786 2.00% $ (372,876)
36
37 Total Depreciation Expense $ 1,523,088
38
39 Test Year Depreciation Expense 1,650,237
40
41 Increase (decrease) in Depreciation Expense (27,149)
42
43 Adjustment to Revenues and/or Expenses $ (27,149
44

45 SUPPORTING SCHEDULE

46 B-2, page 3




Litchfield Park Service Company - Wastewater Division Exhibit

‘ Test Year Ended September 30, 2008 Rebuttal Schedule C-2

| Adjustment to Revenues and/or Expenses Page 3

i Adjustment Number 2 Witness: Bourassa

L Line

| No.

‘ 1 Adjust Property Taxes to Reflect Proposed Revenues:
2

' 3 Adjusted Revenues in year ended 09/30/2008 $ 6,356,374
4  Adjusted Revenues in year ended 09/30/2008 6,356,374
5 Proposed Revenues 11,132,993
6 Average of three year's of revenue $ 7,948,580
7  Average of three year's of revenue, times 2 $ 15,897,161
8 Add:
9 Construction Work in Progess at 10% $ 39,301
10 Deduct:
11 Book Value of Transportation Equipment 15,5673
12
13 Full Cash Value $ 15,881,588
14 Assessment Ratio 21%
15 Assessed Value 3,335,133
16 Property Tax Rate 9.5187%
17
18 Property Tax 317,463
19 Pilus: Tax on Parcels 16,302
20
21 Total Property Tax at Proposed Rates $ 333,764
22 Property Taxes recorded during the test year 336,629
23 Change in property taxes $ 52,865!
24
25
26 Adjustment to Revenues and/or Expenses $ £2,865g
27
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008
Adjustment to Revenues and/or Expenses
Adjustment Number 3

Catractual Services - Aerotek

Remove Contractual Services related to Black Mountain Sewer Company

Increase(decrease) in Contractual Services

Adjustment to Revenue and/or Expense

See Testimony

Exhibit

Rebuttal Schedule C-2
Page 4

Witness: Bourassa

$ (42,200)

$ 42,200

$ (42,200
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008
Adjustment to Revenues and/or Expenses
Adjustment Number 4

Miscellaneous Expense

Beverages expenses included in Miscellaneous expense

Increase(decrease) in Miscellaneous Expense

Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULES

Staff Schedule JMM-Ww16 Adjustment #4

Exhibit

Rebuttal Schedule C-2
Page §

Witness: Bourassa

$ (494)
5 494
$ 494




S Litchfield Park Service Company - Wastewater Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule C-2
Adjustment to Revenues and/or Expenses Page 6
Adjustment Number 5 Witness: Bourassa
Line
No.
1 Bad Debt Expense
2
3
4 Normalized Bad Debt Expense $ 22,098
5
6 Bad Debt Expense per Direct 43,889
7
8
9 Increase(decrease) in Bad Debt Expense $ 521'7912
10
11
12 Adjustment to Revenue and/or Expense $ 521,7912
13
14

15 SUPPORTING SCHEDULES

16 Staff Schedule JMM-W17 Adjustment #5




Litchfield Park Service Company - Wastewater Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule C-2
Adjustment to Revenues and/or Expenses Page 7
Adjustment Number 6 Witness: Bourassa

Line
No.
1 Capitalized Expenses and Decommissioning Costs
2
3
4
5 354 - Structures and Improvements - Dean Fence and Gate (fence) $ (3,725)
6 355 - Power Generation Equipment - Loftin Equipment Co. (generator duct) (5,004)
7 371 - Pumping Equipment - Precision Electric (install rebuilt pump) (1.530)
8 371 - Pumping Equipment - Precision Electric (new reinforced strainer baskets) (4,864)
9 389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor site plant and pole mnt) (1,450)
10 389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor legal descr. & map) (550)
11 389 - Other Piant and Misc. Equip. - Keogh Engineering (filter system repair) (8,054)
12 389 - Other Plant and Misc. Equip. - Keogh Engineering (work on UV system) (525)
13 354 - Structures and improvements - Yahweh Contracting LLC (Lift station removal/retirement) (8,003)
14 Total Capitalized Expenses $ (33,705)
15
16 Increase(decrease) in Contractual Services - Other 3 533,7052
17
18
19 Adjustment to Revenue and/or Expense $ 533,7052
20
21

22 SUPPORTING SCHEDULE
23 Rebuttal B-2, page 3.3
24 Rebuttal B-2, page 4.3




Litchfield Park Service Company - Wastewater Division Exhibit

Test Year Ended September 30, 2008 Rebuttal Schedule C-2
Adjustment to Revenues and/or Expenses Page 8
Adjustment Number 7 Witness: Bourassa

Line

No.
1 Remove Expenses Included in Rate Case Expense

2

3 Bourassa, CPA Inv. # 1000002402 $ (155)
4 Bourassa, CPA Inv. # 1000002413 (981)
5 (1,136)
6

7

8 Increase(decrease) in Regulatory Commission Expense $ £1,1362
9

10

11 Adjustment to Revenue and/or Expense $ (1,136)
12

13

14

15

16

17

18

19

20

21




Litchfield Park Service Company - Wastewater Division Exhibit
Adjustment to Revenues and/or Expenses Page 9
Adjustment Number 8 Witness: Bourassa

|
| v
Test Year Ended September 30, 2008 Rebuttal Schedule C-2

Line
No.
1
2 Remove Unncessary Expense
3
4 Meals and Entertainment  Exp cost for the DBack game $ (6,400)
5 Meals and Entertainment BALANCE DUE FOR 2008 XMAS PART (953)
6 Meals and Entertainment DJ SERVICE - XMAS PARTY (495)
7 Meals and Entertainment For Holiday Party Dec. 2008 (4,959)
8 Meals and Entertainment Catered Lunch (412)
9 Total $ (13,219)
10
11 Wastewater Divison 4-factor allocation % 23.66%
12
13 Increase (decrease) in Contractual Services - Other $ (3,128)
14
15
16 Adjustment to Revenue and/or Expense $ (3,128)
17
18
19
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Litchfield Park Service Company - Wastewater Division Exhibit

Line

Test Year Ended September 30, 2008 Rebuttal Schedule C-2
Adjustment to Revenues and Expenses Page 11
Adjustment Number 10 Witness: Bourassa

Interest Synchronization

Fair Value Rate Base $ 28,034,885
Weighted Cost of Debt 1.14%
Interest Expense $ 320,256
Test Year Interest Expense $ 322,703
Increase (decrease) in Interest Expense (2,446)
Adjustment to Revenue and/or Expense $ 2,446
Weighted Cost of Debt Computation
Weighted

Amount Percent Cost Cost
Debt $ 11,506,844 17.86% 6.39% 1.14%
Equity $ 52,906,962 82.14% 12.00% 9.86%
Total $ 64,413,805 100.00% 11.00%
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008
Adjustment to Revenues and/or Expenses
Adjustment Number 11

Income Tax Computation

Test Year
Adjusted
Results

Taxable Income before adjustments $ (275,754)

Adjustments to Taxable Income
Taxable income

Income Before Taxes

Arizona Income Before Taxes
Less Arizona Income Tax
Rate =

Arizona Taxable Income
Arizona Income Taxes
Federal Income Before Taxes

Less Arizona Income Taxes

Federal Taxable Income

FEDERAL INCOME TAXES:
15% BRACKET
25% BRACKET
34% BRACKET
39% BRACKET
34% BRACKET

Federal Income Taxes

Total Income Tax

Qverall Tax Rate

Income Tax at Proposed Rates Effective Rate

$  (275,754)

Exhibit

Rebuttal Schedule C-2
Page 12

Witness: Bourassa

Adjusted
with Rate
Increase

$ 4,500,864

§ 4500864

$  (275.754) $ 4,500,864
$ 4,500,864
313620
6.97%
$ 4,187,244
$ 313,620
$ 4,500,864
$ 313,620
$ 4,187,244
3 7,500
$ 6,250
$ 8,500 Federal
$ 91,650 Effective
$ 1,309,763 Tax
Rate
S 1423663 3163%
$ 1,737,283
38.60%
»$ 5106,438!
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008
Computation of Gross Revenue Conversion Factor

Description
Federal Income Taxes

State Income Taxes

Other Taxes and Expenses

Total Tax Percentage

Operating Income % = 100% - Tax Percentage

1 = Gross Revenue Conversion Factor

Operating Income %

SUPPORTING SCHEDULES:

Exhibit

Rebuttal Schedule C-3
Page 1

Witness: Bourassa

Percentage
of
Incremental
Gross
Revenues
31.63%

6.97%

0.00%

38.60%

61.40%

1.6286

RECAP SCHEDULES:
Rebuttal A-1
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Litchfield Park Service Company - Wastewater Division
Revenue Summary

With Annualized Revenues to Year End Number of Customers

Test Year Ended September 30, 2008

Customer Classification
Residential
Residential HOA 135
Residential HOA 160
Residential HOA 520
Subtotal

Multi-Unit Housing
Multi-Unit 3
Multi-Unit 5
Muiti-Unit 6
Multi-Unit 7
Multi-Unit 8
Multi-Unit 9
Multi-Unit 14
Mutti-Unit 16
Multi-Unit 17
Multi-Unit 18
Multi-Unit 24
Multi-Unit 46
Multi-Unit 84
Multi-Unit 90
Multi-Unit 132
Multi-Unit 304

Subtota!

Small Commercial
Measured Service:

Reguiar Domestic

Restaurant, Motels, Grocery, Dry Cleaning
Subtotal

Wigwam Resort - Per Room
Wigwam Resort - Main
Subtotal

Elementary Schools
Middle and High Schools
Community College
Subtotal

Effluent Sales
Total Revenues Before Revenues Annualization

Exhibit

Rebuttal Schedule H-1

Page 1

Witness: Bourassa

Percent Percent
of of
Present  Proposed
Present Proposed Dollar Percent Sewer Sewer
Revenues Revenues Change Change Revenues Revenues
$ 4647120 $ 8,236,679 $ 3,589,559 77.24% 73.99% 74.47%
44,064 78,100 34,036 77.24% 0.70% 0.71%
52,224 92,563 40,339 77.24% 0.83% 0.84%
169,728 300,830 131,102 77.24% 2.70% 2.72%
$ 4913136 $ 8,708,172 § 3,795,036 77.24% 78.23% 78.73%
9,923 17,591 7,667 77.27% 0.16% 0.16%
3,156 5,595 2,439 77.27% 0.05% 0.05%
1,818 3,223 1,405 77.27% 0.03% 0.03%
8,484 15,039 6,555 77.27% 0.14% 0.14%
73,124 129,625 56,501 77.27% . 1.16% 1.17%
2,727 4,834 2,107 77.27% 0.04% 0.04%
46,662 82,716 36,054 77.27% 0.74% 0.75%
116,352 206,254 89,902 77.27% 1.85% 1.86%
5,151 9,131 3,980 77.27% 0.08% 0.08%
5,454 9,668 4,214 77.27% 0.09% 0.09%
7,272 12,891 5,619 77.27% 0.12% 0.12%
13,938 24,708 10,770 77.27% 0.22% 0.22%
25,452 45,118 19,666 77.27% 0.41% 0.41%
27,270 48,341 21,071 77.27% 0.43% 0.44%
79,992 141,800 61,808 77.27% 1.27% 1.28%
92,112 163,284 71,172 77.27% 1.47% 1.48%
$ 518,888 $ 919,818 §$ 400,931 77.27% 8.26% 8.32%
$ 84,318 $ 149,463 65,145 77.26% 1.34% 1.35%
$ 256,547 $ 454,904 198,357 77.32% 4.08% 4.11%
222,936 395,322 172,386 77.33% 3.55% 3.57%
$ 479,482 $ 850,226 § 370,744 77.32% 7.63% 7.69%
$ 103,929 $ 184,232 $ 80,303 77.27% 1.65% 1.67%
12,000 21,270 9,270 77.25% 0.19% 0.19%
$ 115,929 $ 205,502 % 89,573 77.27% 1.85% 1.86%
$ 32640 $ 57,854 $ 25214 77.25% 0.52% 0.52%
28,800 51,048 22,248 77.25% 0.46% 0.46%
14,880 26,375 11,495 77.25% 0.24% 0.24%
$ 76,320 $ 135,277 $ 58,957 77.25% 1.22% 1.22%
92,268 92,268 - 0.00% 1.47% 0.83%
$ 6,280,340 $ 11,060,726 $ 4,780,386 76.12% 197.19% 197.81%
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Litchfield Park Service Company - Wastewater Division

Revenue Summary

With Annualized Revenues to Year End Number of Customers
Test Year Ended September 30, 2008

Customer Classification

Revenue Annualization

Residential

Multi-Unit Housing - Mulit-Unit 8

Small Commercial

Measured Service:
Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning
Effluent Sales

Subtotal Revenue Annualization

Misc Service Revenues

Misc Revenues
Reconciling Amount to C-1
Totals

Revenue Reconciliation
Recorded Revenues
Amount per Bill Count Before Rev. Annualization
Difference

Tolerance (+/- 1/2 percent)
Acceptable

Exhibit
Rebuttal Schedule
Page 2
Witness: Bourassa

H-1

Percent Percent
of of
Present  Proposed
Present Proposed Dollar Percent Sewer Sewer
Revenues Revenues Change Change Revenues Revenues

(36,394) (64,505) (28,111) 77.24% -0.58% -0.58%
2,020 3,581 1,561 77.27% 0.03% 0.03%
138 245 107 77.26% 0.00% 0.00%
21,275 37,725 16,449 77.32% 0.34% 0.34%
11,357 20,139 8,782 77.33% 0.18% 0.18%
(25,908) (25,908) - 0.00% -0.41% -0.23%
(27,512) (28,724) (1,213) 4.41% -0.44% -0.26%
99,755 99,755 - 0.00% 1.59% 0.90%
3,791 1,236 (2,555) -67.40% 0.06% 0.01%
6,356,375 11,132,992 4,776,618 75.15% 197.25% 197.83%

$ 99,755

6,380,095

$ (6,280,340}
$ 499
No
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Analysis of Revenue by Detailed Class

Special Rate Commercial Customers Pay Standard Commerical Rate

Average
Number of
Customers
Customer at
Classification 9/30/2008
Residential 14,126
Residential HOA 135 1
Residential HOA 160 1
Residential HOA 520 1
Multi-Unit Housing
Multi-Unit 3 11
Multi-Unit 5 2
Multi-Unit 6 1
Multi-Unit 7 4
Multi-Unit 8 30
Multi-Unit 8 1
Multi-Unit 14 11
Muiti-Unit 16 24
Multi-Unit 17 : 1
Mutti-Unit 18 1
Muiti-Unit 24 1
Multi-Unit 46 1
Multi-Unit 84 1
Muiti-Unit 90 1
Multi-Unit 132 2
Multi-Unit 304 1
Small Commercial 153
Measured Service:
Regular Domestic 138
Restaurant, Motels, Grocery, Dry Cleaning 62
Wigwam Resort - Per Room 1
Wigwam Resort - Main 1
Elementary Schools 4
Middie and High Schools 3
Community College 1

Effluent Sales ($55 per acre foot) 4
Effluent Sales ($100 per acre foot) 0
Effluent Sales ($225 per acre foot) 1
Total 14,589

Average
Water Use
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A

57,450
91,567

N/A
N/A

N/A
N/A
N/A

5,939,470
2,856,100
3,383,491

Average Bill
Present Proposed
Rates Rates

$ 27.20 § 48.21
3,672.00 6,508.35
4,352.00 7,713.60
14,144.00 25,069.20
75.75 134.28
126.25 223.80
151.50 268.56
176.75 313.32
202.00 358.08
227.25 402.84
353.50 626.64
404.00 716.16
429.25 760.92
454.50 805.68
606.00 1,074.24
1,161.50 2,058.96
2,121.00 3,759.84
2,272.50 4,028.40
3,333.00 5,908.32
7,676.00 13,607.04
46.00 81.54
155.01 274.87
300.45 532.78
8,660.75 15,352.68
1,000.00 1,772.50
680 1,205
800 1,418
1,240 2,198
1,003 1,003
877 877
2,336 2,336

Rebuttal Schedule
Page 1
Witness: Bourassa

H-2

Proposed Increase

Dollar
Amount
$ 21.01
2,836.35
3,361.60
10,925.20

68.53
97.55
117.06
136.57
156.08
175.69
273.14
312.16
331.67
351.18
468.24
897.46
1,638.84
1,755.90
2,575.32
5,931.04

35.54

119.85
232.33

6,691.93
772.50

525.30
618.00
957.90

Percent

Amount
77.243%
77.243%
77.243%
77.243%

77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%

77.261%

77.318%
77.326%

77.267%
77.250%

77.250%
77.250%
77.250%

0.000%
0.000%
0.000%
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Litchfield Park Service Company - Wastewater Division
Present and Proposed Rates
Test Year Ended September 30, 2008

Customer Classification

Monthly Charge for:
Monthly Residential Service

Mutti-Unit Housing - Monthly per Unit

Commercial:
Small Commercial - Monthly Service
Measured Service:
Regular Domestic:
Monthly Service Charge
Rate Per 1,000 Gallons of Water

Restaurant, Motels, Grocery Stores & Dry Cleaning Estab
Monthly Service Charge
Rate Per 1,000 Gallons of Water

Wigwam Resort:
Monthly Rate - Per Unit
Main Building - Per Month

Schools - Monthly Service Rates:
Elementary Schools
Middite Schools
High Schools
Community College

Effluent?

' Motels without restuarants charged muiti-unit monthly rate.
2 Market Rate - Maximum effluent rate shall not exceed $430 per acre foot based on a potable water rate of $1.32 per thousand

gallons.

Present
Rates

$ 27.20
$ 25.25
$ 46.00
$ 25.75
$ 225
$ 25.75
$ 3.00
$ 25.25
$ 1,000.00
$ 680.00
$ 800.00
$ 800.00
$ 1,240.00
Market

Exhibit

Rebuttal Schedule H-3
Page 1

Witness: Bourassa

Proposed Percent

Rates Change
$ 48.21 77.24%
$ 44.76 77.27%
$ 81.54 77.26%
$ 45.64 77.24%
$ 3.99 77.33%
$ 45.64 77.24%
$ 5.32 77.33%
$ 4476 77.27%
$ 177250 77.25%
$ 1,205.30 77.25%
$ 1,418.00 77.25%
$ 1,418.00 77.25%
$ 2,197.90 77.25%
Market 0.00%
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Litchfield Park Service Company - Wastewater Division Exhibit
Changes in Representative Rate Schedules Rebuttal Schedule H-3

Test Year Ended September 30, 2008 Page 2
Witness: Bourassa

Present Proposed

Other Service Charges Rates Rates
Establishment (Regular Hours) per Rule R14-2-603D (a) $ 20.00 $ 20.00
Establishment (After Hours) per Rule R14-2-603D (a) $ 40.00 $ 40.00
Re-Establishment of Service per Rule R14-2-603D (a) b) ()]
Reconnection (Regular Hours) per Rule R14-2-603D (a) $ 50.00 $ 50.00
Reconnection (After Hours) per Rule R14-2-603D (a) $ 6500 §$ 6500
NSF Check, per Rule R14-2-608E (a) $ 2000 $ 20.00
Deferred Payment, Per Month 1.50% 1.50%
Late Charge (c) (c)
Service Calls - Per Hour/After Hours(d) $ 40.00 $ 40.00
Deposit Requirement . (e) (e)
Deposit Interest 3.50% 3.50%
Service Lateral Connection Charge- All Sizes ® ®
Main Extension Tariff, per Rule R14-2-606B (@) (9)

(a) Service charges for customers taking both water and sewer service are not duplicative.

(b) Minimum charge times number of full months off the system. per Rule R14-2-603D.

(c) Per Rule R14-2-608F. Greater of $5.00 or 1.5% of unpaid balance.

(d) No charge for service calls during normal working hours.

(e) Per ACC Rules R14-2-603B Residential - two times the average bill.
Non-residential - two and one-half times the average bill.

(f) At cost. Customer/Developer shall install or cuase to be installed all Service Laterals as a
non-refundable contribution-in-aid of construction..

(g) All Main Extensions shall be completed at cost and shall be treated as non-refundable
contribution-in-aid of construction.

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE

TAX. PER COMMISSION RULE 14-2-608D(5).
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FENNEMORE CRAIG, P.C.
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Todd C. Wiley (No. No. 015358)

3003 N. Central Ave.

Suite 2600

Phoenix, Arizona 85012

Attorneys for Litchfield Park Service Company

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS
WASTEWATER RATES AND CHARGES
FOR UTILITY SERVICE BASED
THEREON.

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS
WATER RATES AND CHARGES FOR
UTILITY SERVICE BASED THEREON.

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1,755,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF TWO RECHARGE
WELL INFRASTRUCTURE
IMPROVEMENTS AND (2) TO
ENCUMBER ITS REAL PROPERTY AND
PLANT AS SECURITY FOR SUCH
INDEBTEDNESS.

DOCKET NO: SW-01428A-09-0103

DOCKET NO: W-01427A-09-0104

DOCKET NO. W-01427A-09-0116
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IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1,170,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF ONE 200 KW ROOF
MOUNTED SOLAR GENERATOR
INFRASTRUCTURE IMPROVEMENTS
AND (2) TO ENCUMBER ITS REAL
PROPERTY AND PLANT AS SECURITY
FOR SUCH INDEBTEDNESS.

DOCKET NO. W-01427A-09-0120

REBUTTAL TESTIMONY

of

THOMAS J. BOURASSA

on

COST OF CAPITAL

(Phase 1 — Determination of Rate Base and Rates)

December 2, 2009
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II.

>

INTRODUCTION
PLEASE STATE YOUR NAME AND ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,
Phoenix, Arizona 85029.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?

On behalf of the applicant, Litchfield Park Service Company (“LPSCO” or the
“Company”).

ARE YOU THE SAME THOMAS J. BOURASSA THAT FILED DIRECT
TESTIMONY ON RATE BASE, INCOME STATEMENT, REVENUE
REQUIREMENT AND RATE DESIGN IN THIS DOCKET?

Yes, and all of my background information and testimony regarding my
qualiﬁcatibns is contained in that portion of my direct testimony.

DID YOU ALSO PREPARE DIRECT TESTIMONY ON THE COST OF
CAPITAL ON BEHALF OF LPSCO IN THIS CASE?

Yes, I also provided direct testimony on the cost of capital, including the cost of

equity, in this case.

SUMMARY OF REBUTTAL TESTIMONY AND THE PROPOSED COST
OF CAPITAL FOR THE COMPANY

A. Summary of Company’s Rebuttal Recommendation.

WHAT IS THE PURPOSE OF THIS REBUTTAL TESTIMONY?
In this portion of my rebuttal testimony I will provide updates of my cost of capital
analysis and recommended rate of return using more recent financial data. I also

will respond as appropriate to the direct testimonies of Mr. Manrique on behalf of

Staff and the direct testimony of Mr. William A. Rigsby on behalf of RUCO.




11 Q. PLEASE SUMMARIZE YOUR UPDATED COST OF CAPITAL
2 ANALYSIS.
31 A Since the Company’s direct filing, the cost of equity has increased substantially, as
4 indicated by the Discounted Cash Flow (“DCF”) model and the Capital Asset
5 Pricing Model (“CAPM”). The table below summarizes the results of my updated
6 analysis using those models:
7 Range Midpoint
8 DCF Constant Growth (earnings growth) 9.3% - 14.9% 12.1%
9 DCF Constant Growth (sustainable growth) 9.4% - 12.0% 10.7%
10 Two-Stage Growth Model 9.5% - 13.5% 11.4%
11 DCF Average Results 9.4% -13.5% 11.4%
12 CAPM Historical Market Risk Premium 8.3%
13 CAPM Current Market Risk Premium 16.7%
14 Average CAPM Results 8.9%-16.7% 12.5%
15 Average Overall Results 8.9%-15.1% 12.0%
16 The schedules containing my updated cost of capital analysis are included with my
17 rebuttal schedules, attached to my other rebuttal testimony. Attached to this
18 testimony are five attachments discussed below.
19 I also prepared rebuttal testimony that addresses the Company’s rebuttal rate
20 base, its income statement (revenue and operating expenses), its required increase
21 in revenue, and its rate design and proposed rates and charges for service. For the
22 convenience of the Commission and the parties, that volume of my testimony has
23 been filed separately in this case.
24 | Q. PLEASE SUMMARIZE YOUR RECOMMENDED REBUTTAL COST OF
25 DEBT AND EQUITY, AND YOUR RECOMMENDED REBUTTAL RATE
26 OF RETURN ON RATE BASE.
JFEEHORE CRAG 2




1] A The Company’s recommended capital structure consists of 17.9 percent debt and
2 82.1 percent common equity as shown on Rebuttal Schedule D-1. Based on my
3 updated cost of capital analysis, I am recommending a cost of equity of 12.0
4 percent.
5 Based on my 12.0 percent recommended cost of equity, the Company’s
6 weighted cost of capital (“WACC”) is 11.0 percent, as shown on Rebuttal Schedule
7 D-1.
8 B.  Updates to Direct Testimony.
91 Q. WHY IS YOUR COST OF EQUITY RECOMMENDATION LOWER IN
10 YOU REBUTTAL THAN IN YOUR DIRECT TESTIMONY?
11§ A. When I prepared my direct testimony in February 2009, the economy was in the
12 midst of a severe recession and a crisis was occurring in the financial markets. The
13 Dow Jones average had fallen by 38 percent and the S&P 500 dropped by 40
14 percent in just a couple of months. During this period, there was a “flight to
15 quality” that led to the traditional spread between required returns on Treasury
16 securities and other assets increasing as investors turned away from common
17 stocks and corporate bonds in favor of treasuries. During the past several months,
18 both the economy and the financial markets have improved. Economists now
19 believe the recession has ended, but also see a long sluggish recovery. As Value
20 Line states “the evolving business upturn may be a checkered affair, with a
21 succession of peaks and valleys along the way...Should [the] uneven recovery
22 unfold, the stock market might remain quite volatile.”!
23 There are several key factors that could cap the strength of economic
24 recovery over the next few years. These include an unusually slow improvement in
T 25
26 | ' Value Line Selection and Opinion, October 16, 2009.
R Ceatg 3




1 labor market conditions,” only modest gains in consumer spending, tight credit and
2 a desire by households to pare debt, a slow recovery in residential investment due
3 to still rising home foreclosures and persistently high inventories of unsold existing
4 homes, a further pull-back in commercial construction, limited improvement in
5 capital spending resulting from excess capacity that exists in many sectors, and still
6 lack of capital available to small and mid-sized businesses.>

71 Q. SO HOW EXACTLY HAS THE COST OF EQUITY DROPPED SINCE

8 YOU PREPARED YOUR DIRECT TESTIMONY?

9 | A. My updated analysis indicates cost of equity is 12.0 percent, which is lower than
10 the 14.1 percent indicated cost of equity in my direct testimony. My cost of equity
11 estimates based on the discounted cash flow (“DCF”) and the capital asset pricing
12 model (“CAPM?”) ranged from 9.5 percent to 18.6 percent with a mid-point of 14.1
13 percent. Despite a 14.1 percent indicated cost of equity in my direct cost of equity
14 analysis, my recommendation for the cost of equity was 12.5 percent.

15 C.  Summary of the Recommendations of Staff and RUCO.
16 | Q. PLEASE SUMMARIZE THE COST OF DEBT AND EQUITY
17 RECOMMENDED BY STAFF AND RUCO, AND THEIR RESPECTIVE
18 RECOMMENDATIONS FOR THE RATE OF RETURN ON FAIR VALUE
19 RATE BASE.
20 | A Staff determined a cost of equity of 9.2 percent based on the average cost of equity
21 produced by its DCF and CAPM models (10.0 percent) and an 80 basis point

i 22 downward adjustment for LPSCO’s lower financial risk as compared to the
23 publicly traded water utilities in Staff’s sample group.” Staff did not consider any
24 | 2 The unemployment rate recently jumped to 10.2%, which is higher than the unemployment rate
95 giuring the' 2091 rec.ession.

Blue Chip Financial Forecasts, Vol. 28, No. 10, October 1, 2009.
26 | * See Direct Testimony of Juan C. Manrique (“Manrique Dt.”) at 34.
Neroresonns Sosrosaria 4
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of LPSCO’s firm-specific risks other than financial risk. Staff is recommending a
capital structure consisting of 17.2 percent debt and 82.8 percent equity.” Based on
a capital structure of 17.2 percent debt and 82.8 percent equity, Staff determined
the WACC for LPSCO to be 8.7 percent. ®

RUCO determined its recommended cost of equity, 8.01 percent, based on
the average cost of equity of its DCF and CAPM results.” RUCO is recommending
a recommending a capital structure of 17.8 percent debt and 82.2 percent equity.®
RUCOQO’s recommended cost of debt is 6.39 percent, based the Company’s average
cost of debt. Based on a capital structure of 17.8 percent debt and 82.2 percent
equity, RUCO computed a WACC of 7.72 percent, which is RUCO’s
recommended rate of return on FVRB.” RUCO also did not consider firm-specific

risks other than financial risk.

II. RESPONSE TO STAFF’S COST OF CAPITAL ANALYSIS
A. Staff’s Financial Risk Adjustment

Q. DID STAFF RECOMMEND A FINANCIAL RISK ADJUSTMENT?

A. Yes, and my primary criticism of Staff’s financial risk adjustment is that a beta for
LPSCO is required to make this adjustment, yet LPSCO does not have a beta
because it is not publicly traded. Staff assumes the beta of the large publicly traded
utility companies is the beta for LPSCO. I believe that LPSCO, if it were publicly
traded, would have a higher beta than the sample water utility companies.”® In
Chapter 7 of Morningstar’s Ibbotson SBBI 2009 Valuation Yearbook, for example,

> Id.

SId. at 36.

7 See the Direct Testimony of William A. Rigsby (“Rigsby Dt.”) at 7.

*Id

°Id at 8.

19 Bourassa Direct Testimony (Cost of Capital) (“Bourassa Dt.””) at 37.

5




1 Ibbotson reports that when betas are properly estimated, betas are larger for smaller
2 companies than for larger companies. A higher beta for LPSCO would result in a
3 much lower financial risk adjustment using the Hamada method Staff employs.
4 A secondary criticism is that Staff ignores the higher risk of LPSCO due to
5 its small size relative to the sample companies. If Staff is going to make a financial
6 risk adjustment for differences in the capital structures between Staff’s water proxy
7 groﬁp and LPSCO, it should also consider a small firm risk premium to account for
8 firm size differences. Ibbotson finds that even after accounting for differences in
9 beta risk, small firms require an additional risk premium over and above the added
10 risk premium indicated by differences in beta risk.!! Another reviewer also
11 reported evidence that the stocks of small water utilities, like LPSCO, are more
12 risky than the stocks of larger water utilities, such as those in the water utilities
13 sample.'> Even the California PUC conducted a study that showed smaller water
14 utilities are more risky than larger ones."> Frankly, it seems to me indisputable that
15 investors require higher returns on small company stocks as compared to large
16 company stocks.
17 As a consequence of smaller firms having higher risks (after accoimting for
18 differences in beta risk), an additional small firm risk premium should be
19 considered. In the end, differences in financial risk can be more than offset by the
20 required small firm risk premium. |
21
22
ol BT Ibbotson SBBI 2009 Valuation Yearbook, Momingstar (Chapter 7).
24 | 2 Thomas M. Zepp, “Utility Stocks and the Size Effect — Revisited,” The Quarterly Review
25 Economics and Finance, Vol. 43, Issue 3, Autumn 2003, 578-582.
* Staff Report on Issues Related to Small Water Utilities, June 10, 1991 and CPUC Decision 92-
26 | 03-093.
|
Fonmions Cralg 6
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Q. HAVE YOU PREPARED AN ATTACHMENT SUMMARIZING YOUR
ASSESSMENT OF THE ADDITIONAL RISK PREMIUMS REQUIRED
FOR SMALLER FIRMS LIKE LPSCO?

A. Yes. I have included at TIB-RB-COC (Phase I) Attachment 1 the results of an
Ibbotson study using annual data reporting the size premium based upon firm size
and return data provided in Morningstar Ibbotson SBBI 2009 Valuation Yearbook
and information contained in a published work by Dr. Thomas M. Zepp. I have
estimated that a small company risk premium in the range of 99 to 181 basis points
is appropriate. To be conservative, I would estimate a small company risk
premium of no less than 100 basis points is warranted for LPSCO. Putting aside
the fact that Staff’s financial risk adjustment is too high because tﬁe beta for
LPSCO would be higher than the average beta of Staff’s water proxy group, the
upward 100 basis point small firm risk premium would more than offset the

downward 80 basis point financial risk adjustment recommended by Staff.

Q. DOINVESTORS CONSIDER THESE RISKS?

A. Of course. Contrary to Mr. Manrique’s assertion that the risks due to small size

and risks associated with the Arizona regulatory requirements use of historic test
years and limited out of period adjustments are “unique” risks,'* the market risk for
small utilities and small utilities doing business in Arizona, like LPSCO, is
important to investors, and these risks are not captured by the market data of the
water utility proxy group Staff uses to estimate the cost of equity for LPSCO.
Again, none of the utilities in Staff’s water proxy group are of comparable size to
LPSCO." In fact, LPSCO is but a small fraction of the size of the water utilities in

Staff’s water proxy group. Neither are any of the water utilities in Staff’s water

14 Manrique Dt. at 42.

15 Bourassa Dt. at 18.




1 proxy group subject exclusively to Arizona regulation.'® Had Mr. Manrique used a
2 proxy group consisting of utilities of similar size to LPSCO and primarily subject
3 to Arizona regulation I would have no argument. But, there is no such market data
4 available.
5 In summary, as I testified, the criteria established by the Supreme Court in
6 decisions such as Bluefield Water Works require the use of comparable companies,
7 l.e., companies that would be viewed by investors as having similar risks. A
8 rational investor would not regard LPSCO has having the same level of risk as
9 Aqua America or even Connecticut Water just because they all sell water under
10 state regulation.'”
11 | Q. DO YOUHAVE ANY OTHER CRITICISMS OF STAFF FINANCIAL RISK
12 ADJUSTMENT?
13 | A Yes. Staff uses book values in its Hamada method. This results in an
14 overstatement of the financial risk adjustment. The Hamada method should be
15 based on market values rather than book values.
16 | Q. PLEASE EXPLAIN.
17 | A. Professor Hamada developed his methodology using market values of the firm.
18 Market values are relevant.'® Other authorities in the subject of finance recognize
19 that market values of the firm are relevant when it comes to leverage and financial
20 risk." This is logical given that Professor Hamada’s formula is an extension of the
21
22 -
’ ”Z at 18-19.
24 | 18 “Bffects of the Firm’s Capital structure on Systematic Risk of Common Stock,” Journal of
25 Finance, Vol. 27 No. 2 (May 1972) 435-453.
" Shannon, P. Pratt, Cost of Capital — Estimations and Applications, John Wiley & Sons 83-85,
26 | Roger A. Morin. New Regulatory Finance (2006) 221-25.
| mmere e 8




| 1 CAPM, which is a market-based model that does not consider book or accounting
2 data.
3§ Q. HAS STAFF PROVIDED ANY SUPPORT FOR USING BOOK DEBT AND
4 EQUITY?
5] A. No. Staff’s discussion on the subject is sparse.”’ It is difficult to address this
6 subject adequately at this time without knowing Staff’s rationale and authoritative
7 support for the use of book values. I have been unable to find any authority for
8 using book value in the Hamada formula.
91 Q. WHAT FINANCIAL RISK ADJUSTMENT HAVE YOU COMPUTED
10 USING STAFF’S MODELS AND MARKET VALUES?
11| A. I computed a downward financial risk adjustment of 50 basis points. I used the
12 market value of equity for the publicly traded water utilities, which I computed
13 using their market-to-book ratios as set forth in Staff’s testimony. For debt, I used
14 the book value of debt as the market value. According to Dr. Morin, this is an
15 appropriate assumption.”’ To compute the market value of LPSCO’s equity, I used
16 the market value of LPSCO’s equity using the average market-to-book ratio of the
17 sample publicly traded utility companies.
18 | Q. SO STAFF’S HAMADA ADJUSTMENT IS OVERSTATED BY AT LEAST
19 40 BASIS POINTS?
20 | A Yes, but that still does not account for the problem with using the average betas as
21 I discussed above. LPSCO’s small size compared to those sample companies taints
22 the use of the beta in the first place, then Staff has overstated it in the second place.
23 Under these circumstances I simply do not believe the evidence supports a
24 financial risk adjustment in the range of 50-80 basis points.
i 25 | 2 Manrique Dt. at 33-34.
26 | > Morin, supra at 224.
JENENORE Can | 9
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| 1| Q. ARE YOU PERSUADED BY MR. MANRIQUE’S TESTIMONY ON PAGE
2 42, WHERE HE REFERENCES PRIOR COMMISSION DECISIONS THAT
i 3 THE DID NOT FIND A FIRM SIZE PHENOMENON FOR REGULATED
4 UTILITIES?
51 A. No. Frankly, the agency’s failure to recognize a small firm risk existence despite
6 an abundance of empirical financial evidence suggesting otherwise is another
7 reason why it is more risky for smaller utilities to do business in Arizona.
8 Investors do recognize the unfavorable regulatory environment here in Arizona. I
9 know first hand because I talk to them in my work. Arizona's regulatory
10 environment may drive investors to invest in utilities in states with more favorable
11 regulatory environments, such as California.”?> Three of the six utilities in the
12 Staff's water proxy group are located in California, which offers a more favorable
13 regulatory environment by using future test years and adjustor/balancing accounts
14 in its rate-setting process. As a result, utilities in Arizona are finding it
15 increasingly difficult to attract capital as investors invest their funds in less-risky
16 regulatory environments.
17 B. Response to Staff’ Criticisms of LPSCO Cost of Capital Analysis
18 | Q. PLEASE RESPOND TO MR. MANRIQUE’S TESTIMONY ON THE
19 ARTICLE, “CHOICE AMONG METHODS OF ESTIMATING SHARE
20 YIELD”, BY GORDON, GORDON, AND GOULD, WHICH ARTICLE YOU
21 REFERENCED AS SUPPORTING ESTIMATING THE DCF GROWTH
i 22 RATE.
‘ 23 1 A Mr. Manrique characterizes the article as merely an “article that describes more
24 generally the methods exclusively using analysts’ forecasts [as] ‘popular and
25
76 | ** Bourassa Dt. at 15-16; see also Rebuttal Testimony of Greg Sorensen (Phase I) at 1.
evimote CENG 10
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attractive models’; but the article does not support the conclusion that analyst
forecasts should be used alone.”” However, the article reported on a formal study

conducted by the authors which concluded:

We have compared the accuracy of four methods for
estimating the growth component of the discounted cash flow
yield on a share: pats growth in earnings (KEGR), past

owth in dividends (KDGR, past retention growth rate
?IK(BRG), and forecasts of growth by security analysts
KFRG)..... For our sample of utility shares, KFRG
performed well, with KBRG, KDGR, and KEGR following in
that order, and with KEGR a distant fourth....

Before closing, we have three observations to make. First,
the superior performance by KFRG should come as no
surprise. All four estimates of growth rely upon past data, but
in the case of KFRG a larger body of past data is used,
filtered through a group of security analysts who adjust for

abnormal'{ges that are not consigzared relevant for future
growth...

As 1 testified, to the extent that past results provide useful indications of
future growth prospects, analysts’ forecasts or growth would already incorporate

that information.”>

In addition, a stock’s current price reflects known historic
information on that company, including its past earnings history.? If investors rely
on such analysts’ growth rate forecasts those are the forecasts of relevance to the
determination of equity costs.

PLEASE COMMENT ON MR. MANRIQUE’S TESTIMONY ON PAGE 37-
38 REFERENCING PROFESSOR GORDON’S REMARKS AT THE 30™
ANNUAL FORUM OF THE SOCIETY OF UTILITY AND REGULATORY

FINANCIAL ANALYSTS.

23 Manrique Dt. at 37.

% David A. Gordon, Myron J. Gordon and Lawrence I Gould, “Choice Among Methods of
Estimating Share Yield,” Journal of Portfolio Management (Spring 1989) 50-55.

25 Bourassa Dt. at 27-28.

26 1d
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% 1] A First, let me state that I do not know the context upon which Professor Gordon
2 made his remarks. Further, in the quoted remarks, Professor Gordon does not say
3 anything about past growth rates. There is no reference in the quotation as to
4 which past growth rates (EPS, DPS, book value) should be used, if any, or what
5 weighting past growth rates should be given when estimating the growth rate for
6 the DCF model.”’ Having said that, Mr. Manrique confirms “Professor Gordon
7 would temper the typically higher analysts’ growth rates with the typically lower
8 GNP growth rate.”?® I am sure Mr. Manrique would agree that I have done this in
9 my two-stage DCF model.” The result of my two-stage DCF model indicates a
10 cost of equity of 10.9 percent. Compare that to Staff’s overall DCF results of 9.7
11 percent.*® So, having tempered the analysts’ growth rates I employ with a lower
12 GNP, my estimate is still significantly greater than Staff’s. This is the result of
13 Staff’s models being heavily weighted on low historical growth rates.
14 § Q. DOES MR. MANRIQUE STATE THAT INVESTORS RELY ON ANALYST
15 ESTIMATES?
16 | A Yes.”! He also states that investors rely “to some extent on past growth as well.”
17 However, he does not provide support as to what extent investors rely on past
18 growth rates, only that they are considered. Staff’s approach to estimating the
19 growth rate gives 50 percent weight to historic growth rates. If analyst estimates
20 already consider past growth, then Staff vastly overstates the impact of past growth
21 rates in its growth rates. And, by utilizing past growth rates that produce extremely
22 low results, Staff biases its DCF results downward.
23 | %7 Staff has not provided Professor Gordon’s complete remarks in their work papers.
24 28 Manrique Dt. at 38.
} " zz Rebuttal Schedule D.4-10.
| See Staff Schedule JCM-3.
i 26 | °! Manrique at 38.
|
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1] Q. PLEASE EXPLAIN.
2 | A. I have prepared two exhibits that demonstrate the unrealistically low results
3 produced by Staff’s historical growth rates. TIB-RB-COC (Phase I) Attachment
4 2 and TIB-RB-COC (Phase I) Attachment 3 show the DCF results produced by
5 Staff’s historical DPS and EPS growth rates. For example, as shown in TJB-RB-
6 COC (Phase I) Attachment 2, Staff’s historical DPS growth rates produce
7 indicated costs of equity below the cost of debt for 3 of the 6 publicly traded water
8 utilities in Staff’s water proxy group — one as low as 3.9 percent. The average
9 indicated cost of equity is 6.6 percent, which is nearly at the current cost of Baa
10 investment grade bonds at 6.3 percent and well below the expected Baa investment
11 grade bond cost of 7.4 percent during the period of time new rates will be in effect.
12 As shown in TIB-RB-COC (Phase I) Attachment 3, Staff’s historical EPS
13 growth rate produces indicated costs of equity below the cost of debt for 3 of the 6
14 publicly traded water utilities in Staff’s water proxy group — one as low as 4.9
15 percent. Again, the average indicated cost of equity is only 6.8 percent, not much
16 above the current cost of Baa investment grade bonds and well below the expected
17 cost of Baa investment grade bonds during the period of time new rates will be in
18 effect. Thus, while Mr. Manrique criticizes my use of analyst estimates, he does
19 not explain why growth rates which produce indicated costs of equity below the
20 cost of debt are reasonable and should be given 50 percent weight in his DCF
21 growth estimate computation.
22| Q. DO YOU HAVE OTHER COMMENTS IN RESPONSE TO MR.
23 MANRIQUE’S TESTIMONY ON ANALYST ESTIMATES?
24 | A Yes. Mr. Manrique’s reliance on the quote from Jeremy Siegel that dividends and
25 not earnings are meaningful is puzzling.*’ My first comment is that the DCF
26 | * Manrique Dt. at 40.
FEmEonE CRAlG 13



1 model assumes, among other things, that a firm will have a stable dividend payout
2 policy and a stable earned return on book value. Thus, the stock price, book value,
3 dividends, and earnings all grow at the same rate. While it is appropriate to make
4 such assumptions for forecasting purposes, these assumptions are frequently
5 violated when examining historical data. As it turns out, the historical growth in
6 the stock price, book value, dividends, and earnings for the water have not been the
7 same.” As a result, estimates of long-term growth rates should take this into
8 account.

9 Second, I have not used earnings in my DCF model; I used earnings growth
10 as a proxy for growth. It is from earnings that cash flows are generated to pay
11 dividends. Growth in earnings provides more cash flows from which to pay
12 dividends. As a consequence, earnings growth is a meaningful and appropriate
13 proxy for growth in the DCF model.

14 Finally, I do not disagree with Professor Siegel that the price of a stock is
15 the always equal to the present value of all future cash flows. I am sure Professor
16 Siegel would agree that future cash flows would not only include dividends by the
17 future selling price of the stock. The Market Price version of the DCF model
18 measures precisely that. I described the Market Price version of the DCF model in
19 my direct and will not repeat that testimony here.>* Putting that aside, a 10 year
20 Market Price DCF model for the sample publicly traded utility stocks would
21 indicate a cost of equity of 12.8 percent.
22

\ 23
24
25 | 33 See Rebuttal Schedule D.4-3 and Rebuttal Schedule D.4-4.
26 ** Bourassa Dt. at 24-25.
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IIIL.

HAVE YOU PREPARED AN EXHIBIT ILLUSTRATING THE MARKET
PRICE DCF FOR THE WATER UTILITY SAMPLE?

Yes. At TIB-RB-COC (Phase I) Attachment 4 I have included a Market Price
DCF computation for the sample publicly traded water utilities using 10 year
historical dividend growth and 10 year historical stock price growth. Again, the
average result is 12.8 percent (12.1 percent median) which compares far more
favorably to my cost of equity estimate of 12.0 percent than to Staff’s cost of
equity estimate of 10.0 percent.

RESPONSE TO RUCQO’S COST OF CAPITAL ANALYSIS

A. Use of Gas Ultilities to Develop Cost of Equity

HOW DOES THE SAMPLE OF WATER UTILITIES MR. RIGSBY USED
TO ESTIMATE THE COST OF EQUITY COMPARE TO THE UTILITIES
USED BY THE COMPANY AND STAFF?

Mr. Rigsby used three publicly traded water utilities. He used the three largest
water utilities out of the six water utilities that I have used and Staff typical uses
when performing its cost of capital analysis.

DOES MR. RIGSBY ALSO USE SAMPLE GAS COMPANIES TO
DEVELOP HIS ESTIMATE OF THE COST OF EQUITY? HOW DO
THEY COMPARE TO THE SAMPLE WATER COMPANIES?

Yes. He uses ten natural gas companies. However, the sample gas utilities are less
risky and therefore not comparable to water utilities. His sample water companies,
for example, have an average beta of 0.83, while his sample gas companies have an
average beta of just 0.67.* That means that the equity cost for the water utility

should be greater than the gas companies, based on their relative riskiness.

3% See RUCO Schedule WAR-7, page 1 of 2.

15




1 The water utility sample has more systematic risk than the gas utility
} 2 sample. Mr. Rigsby erroneously assumes that the gas utilities and water utility
3 have the same systematic risk and are directly comparable, when they are not.
4 | Q. CAN THE GAS UTILITIES BE USED TO ESTIMATE LPSCO’S COST OF
5 EQUITY?
61 A Yes, if the results produced by the DCF and CAPM models are adjusted upward to
7 reflect the water utilities’ additional risk. Mr. Rigsby, however, has made no
8 adjustment to account for the water utilities’ additional risk.
9 | Q. HAS THIS ISSUE EVER COME UP BEFORE?
10 ] A Yes. In several prior cases, water utilities presented evidence of the cost of equity
11 using financial data for a similar group of publicly traded gas companies, which at
12 that time had a higher average beta than the water utility sample. In rejecting this
13 evidence, the Commission adopted Staff’s argument that because the water utility
14 sample had a lower average beta than the gas utility sample, the cost of equity for
15 the water utility should be lower. For example, in Arizona Water Company’s
16 Eastern Group rate case, the water utility sample had an average beta of 0.59, while
17 the gas utility sample had an average beta of 0.69. Staff estimated that based on
18 the difference in the two groups’ betas, the sample gas companies has an equity
19 cost that is 100 basis points higher than the water utilities.*®
20 | Q WHAT IS THE IMPACT OF RUCO’S USE OF THE GAS UTILITIES TO
21 ESTIMATE THE COST OF EQUITY IN THIS CASE?
22 4 A By averaging the results of his equity cost estimate for the water utility sample with
23 his equity cost estimate for the gas utility sample, Mr. Rigsby has depressed the
24 cost of equity estimates. For example, the average of Mr. Rigsby’s CAPM
251 % Decision No. 66849 (March 19, 2004) at 21; see also Arizona-American Water Company
% 26 || Decision No. 67093 (June 30, 2004) at 27.
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1 estimates for the water companies and gas companies are 6.71 percent and 5.88
2 percent, respectively. This is an 83 basis point difference.
31 Q. HOW WOULD AN APPROPRIATE RISK ADJUSTMENT BE
% 4 CALCULATED?
5§ A. By using the CAPM. As I explained above, the difference between the results
6 produced by Mr. Rigsby’s CAPM model is 83 basis points. Because of the method
7 used by Mr. Rigsby to implement the CAPM, however, 83 basis points ﬁnderstates
8 the required adjustment to properly reflect the gas utilities’ lower investment risk.
9 If my method and inputs are used instead, similar to the method used in the
10 aforementioned Arizona Water Eastern Group case, the result is 140 basis points,
11 calculated as follows:
12
A Rf Beta Rp K
14 Historic MRP 28% + 067 X 69% = 7.4%
15 Current MRP 43% + 0.67 X 155% = 14.7%
16 Average Gas Utility Sample 11.1%
17 Average Water Utility Sample®’ 12.5%
18 Difference/Risk Adjustment 1.4%
19
20 Given this difference, it is clearly inappropriate to simply average the gas
21 utilities’ equity cost with the water utilities’ equity cost, as Mr. Rigsby has done.
22 This error assumes that a typical gas utility has the same investment risk as a
23 typical water utility, which is simply not the case at the present time. As a result,
| 24 Mr. Rigsby’s use of gas utilities depresses the cost of equity for LPSCO.
25
26 | 7 See Rebuttal Schedule D-4.13.
Jamore Cag 17




1 B. Criticisms of RUCO’s Implementation of the CAPM
2 | Q. WHAT OTHER CONCERNS DO YOU HAVE WITH RESPECT TO MR.
3 RIGBY’S CAPM ANALYSIS?
4 | A. I have four other concerns with respect to Mr. Rigsby’s CAPM analysis. First,
5 Mr. Rigsby employs a geometric average in calculating the market risk premium in
6 his CAPM. His choice to use geometric average depresses his cost of equity
7 estimate downward. An arithmetic average is the correct approach to use in
8 estimating the cost of capital, as various experts have explained.® In fact, the
9 CAPM was developed on the premise of expected returns being averages and risk
10 being measured with the standard deviation. As Dr. Morin states,
11 Since the latter {[standard deviation] is estimated around the
arithmetic average, and not the geometric average, it is logical
12 to stay with arithmetic averages to estimate the market risk
premium. In fact, annual returns are uncorrelated over time,
13 and the objective is to estimate the market risk premium for
the next year, the arithggetic average is the best unbiased
14 estimate of the premium.
15 Attached at TIB-RB-COC (Phase I) Attachment 5 is an excerpt from Dr.
16 Roger Morin’s textbook on regulatory finance, which provides a detailed
17 discussion of this issue.*’
18 Second, Mr. Rigsby uses the U. S. Treasury total returns in his computation
19 when he should have used U.S. Treasury income returns. As I explained in my
20 direct testimony, the market risk premium is calculated by subtracting the risk-free
21 rate from the market return.' Mr. Rigsby erroneously used the average total return
22
* Richard A. Brealey and Stewart C. Myers, Principles of Corporate Finance 156-157 (7th ed.
23 2003); Roger A. Morin, New Regulatory Finance 156-157 (Public Utility Reports, Inc. 2006)
24 (“Morin™); Ibbotson SBBI 2009 Valuation Yearbook 59-62.
| 3 Morin, supra, at 157-157.
\ 25 | Morin at 133-43.
26 *I Bourassa Dt. at 29.
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on a Treasury security rather than the average income return. As shown on
Schedule WAR-7, at page 2, attached to Mr. Rigsby’s direct testimony, the total
return used to calculate the market risk premium was 5.6 percent. This was the
average total return on an intermediate-term Treasury (1926-2008) as published in
the 2009 Ibbotson SBBI Valuation Edition Yearbook (Table 2-1). By contrast, the
average income return for an intermediate-term Treasury security was 4.7 percent.
The reason that an average income return must be used, rather than the
average total return, is quite straightforward. The CAPM is a risk premium
methodology that is based on the premise that an investor expects to earn a return
equal to the return on a risk-free investment, plus a premium for assuming
additional risk that is proportional to the security’s market risk (i.e., its beta). U.S.
Treasuries are commonly used as a proxy for the risk-free rate because they are
backed by the United States government, effectively eliminating default risk. The
income return is the portion of the total return that results from the bond’s periodic
cash flow, i.e., the interest payments. The income return provides an unbiased
estimate of the riskless rate of return because an investor can hold the Treasury
security to maturity and receive fixed interest payments with no capital loss or
capital gain. If the total return on a Treasury security is used instead, additional
risk is injected into the CAPM estimate, which is inconsistent with treating the

security as a riskless asset. As explained by Ibbotson:

Another point to keep in mind when calculating the equity
risk premium is that the income return on the approprnate-
horizon Treasury security, rather than the total return, is used
in the calculation. The total return is comprised of three
return components: the income return, the capital appreciation
return, and the reinvestment return. The income return is
defined as the portion of the total return that results from a
periodic cash flow or, in this case, the bond coupon payment.
The capital appreciation return results from the price change
of a bond over a specific period. Bond prices generally
change in reaction to unexpected fluctuations in yields.

19




1 Reinvestment return is the return on a given month’s
investment income when reinvested into the same asset class
2 in the subsequent months of the year. The income return is
thus used in the estimation of the equity risk premiym
| 3 because it represents the truly riskless portion of the return.
} 4
5 As a consequence of incorrectly using U.S. Treasury total returns and well
6 as geometric means, RUCO’s CAPM estimate dramatically understates the cost of
7 equity for the water utility sample. If an intermediate-term Treasury security is
8 used as the proxy for the risk-free rate of return, the market risk premium would
9 increase to 6.9 percent from 6.1 percent using the conceptually correct arithmetic

10 averages. If that market risk premium is substituted for the 6.1 percent market risk

11 premium used by Mr. Rigsby, the arithmetic mean CAPM cost of equity for his

12 water utility sample would increase from 7.5 percent to 8.2 percent — an increase of

13 70 basis points.

14 Third, Mr. Rigsby has ignored current market risk. This Commission has

15 consistently approved the use of a current market risk premium in implementing

16 the CAPM in water and wastewater utility rate cases. In the Chaparral City case,”

17 | for example, the Commission adopted cost of capital used an historic market risk

18 premium and a current market risk premium in its CAPM estimates.* RUCO,

19 however, has ignored current market risk in its CAPM estimates and has relied

20 instead on incorrectly calculated historic market risk premiums.

21 Changes in the current market risk premium have been a significant factor in
| 22 the cost of equity authorized by the Commission for water and wastewater utilities.
|

23 42

Ibbotson at 75-76.
| 24 |+ Chaparral City Water Company, Decision No. 68176 (September 30, 2005).
| 75 | * See Direct Testimony of Alejandro Ramirez, Docket No. W-02113A-04-0616 (March 22,
2005); Surrebuttal Testimony of Alejandro Ramirez, Docket No. W-02113A-04-0616 (May 5,
26 | 2005).
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1 In Arizona Water Company’s Eastern Group case, filed in 2002, Staff computed a
2 current market risk premium of 13.1 percent in its CAPM estimate, and relied on
3 that market risk premium in estimating a cost of equity of 9.2 percent, using the
4 same six sample water utilities.*> At that time, the country was in the midst of a
5 recession, and, according to Staff, interest rates had fallen to the lowest levels since
6 the 1950s.*® Moreover, the average beta of Staff’s water utility sample group was
7 only 0.59 at that time, indicating that investment risk for the water utility industry
8 was low relative to the market.*’

9 Two years later, Arizona Water Company filed a rate case for its Western
10 Group systems. Interest rates had increased from the levels in 2003, and the
11 average beta of the Staff’s sample utilities had increased as well, indicating greater
12 investment risk. However, Staff’s cost of equity estimate was virtually identical to
13 the Eastern Group case, 9.1 percent. ** The primary reason was that Staff’s current
14 market risk premium had dropped from 13.1 percent to 7.8 percent.” The
15 Commission, in adopting Staff’s CAPM estimate, relied on this change, explaining
16 that “while interest rates have gone up, the cost of equity for the market as a whole
17 has decreased, while the cost of equity for utilities has remained relatively
18 stable.”*

19

20

| * Decision No. 66849 at 21 (March 19, 2004); see also Direct Testimony of Joel M. Reiker,

21 | Docket No. W-01445A-02-0619, 24-25 (July 8, 2003).

22 | * Direct Testimony of Joel M. Reiker, Docket No. W-01445A-02-0619, 5 (July 8, 2003).
7 Direct Testimony of Joel M. Reiker, Docket No. W-01445A-02-0619, 23 (July 8, 2003); see

23 | also Decision No. 66849 at 20.

24 | *® Surrebuttal Testimony of Alejandro Ramirez, Docket No. W-01445A-04-0650, Sch. AXR-8
(May 25, 2005).

251 [

26 | *° Arizona Water Co. (Western Group), Decision No. 68302 at 38 (Nov. 14, 2005).
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|
1 Even more recently, in Black Mountain Sewer Corporation’s rate case, the
2 Commission relied on a further decline in the current market risk premium to
3 support Staff’s recommended 9.6 percent cost of equity.”’ In that case, interest
4 rates and the average beta of the sample group were even higher than 2003 levels,
5 and while the result produced by Staff’s models was higher, the increase was not as
6 large as would be expected.’? The reason was that the current market risk premium
7 had decreased to only 5.7 percent, reducing the result produced by the CAPM.
8 Thus, while interest rates increased and the investment risk of the water utility
9 sample had increased, Staff explained that those increases were offset by a further
10 decline in the current market risk premium, indicating that the overall risk of the
11 market had declined.”
12 As these decisions show, not only has the Commission consistently
13 considered the current market risk premium, but changes in the current market risk
14 premium have had a major impact on the cost of equity, offsetting changes in
15 interest rates and water utility betas in recent cases. Further, RUCO’s witness has
16 acknowledged the importance of considering current market conditions in
17 determining the cost of equity:
18 Consideration of the economic environment is necessary
because trends in interest rates, present and projected levels
19 of inflation, and the overall state of the U.S. economy
determine the rate of return that investors earn on their
20 invested funds. Each of these factors represent potential risks
)1 that must be weighed when estimating the cost of equity
>! Black Mountain Sewer Corp., Decision No. 69164 (Dec. 5, 2006).
22 P
32 In the Black Mountain case, the intermediate-term Treasury used by Staff in its CAPM was 4.8
23 percent, while the average beta of Staff’s sample group was 0.74. Surrebuttal Testimony of Pedro
| M. Chaves, Docket No. SW-02361A-05-0657, Sch. PMC-2 (May 4, 2006). In Arizona Water’s
| 24 | Eastern Group case, in contrast, the intermediate-term Treasury used by Staff in its CAPM was
| 3.3 percent, while the average beta of Staff’s sample group was 0.59. Direct Testimony of Joel
25 | M. Reiker, Docket No. W-01445A-02-0619, Sch. JMR-7 (July 8, 2003).
26 | > Black Mountain Sewer Corp., Decision No. 69164 at 25-26 (Dec. 5, 2006).
JENIENORE CRALC 2




1 capital for a regulated utility and are, most often, the same
factors considered .bys jndiv1duals who are also investing in
2 non-regulated entities.
3 In light of the current volatility in the financial markets, the failure to
4 consider current market risk would grossly distort the CAPM result. Cohsequently,
5 RUCO’s use of two historic market risk premiums (one of which is conceptually
6 wrong for the reasons given previously) without considering the impact of current
7 market risk on investor expectations invalidates RUCO’s cost of equity estimate.
8 Finally, and perhaps most importantly of all, three of the four of
9 Mr. Rigsby’s CAPM estimates (one for water and two for the gas utilities), as well
10 as his overall CAPM result, are at or below the current cost of Baa investment
11 grade bonds. The current cost of investment grade bonds in 6.3 percent.”> The
12 follbwing are the results of Mr. Rigsby’s CAPM as shown on WAR-1, page 3 of 3:
13 Geometric mean CAPM estimate - water companies  5.92%
14 Arithmetic mean CAPM estimate - water companies 7.49%
15 Geometric mean CAPM estimate - gas companies 5.25%
16 Arithmetic mean CAPM estimate - gas companies 6.51%
17 Overall CAPM result 6.29%
18
19 A simple reality check should have caused Mr. Rigsby to question his inputs
20 to the CAPM. This clearly demonstrates that RUCO’s methods are not only biased
21 downward, but should not be used.
24 Q DOES THAT CONCLUDE YOUR REBUTTAL TESTIMONY?
23 | A Yes.
24
25| Rigsby Dt. at 38.
26 >3 Federal Reserve, November 23, 2009.
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Litchfield Park Service Company - Water Division Exhibit
Test Year Ended September 30, 2008 Schedule D-3

Cost of Preferred Stock Page 1
Witness: Bourassa

End of Test Year End of Projected Year
Description Shares Dividend Shares Dividend
of Issue Outstanding Amount Reguirement Outstanding Amount Requirement

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING

SUPPORTING SCHEDULES: RECAP SCHEDULES:
(a) E-1 (a) D-1




Litchfield Park Service Company - Water Division Exhibit
Test Year Ended September 30, 2008 Schedule D-4

Cost of Common Equity Page 1
Witness: Bourassa

Line

4
0

8;;:{33:3<ooo~tovcnaoam-tl

The Company is proposing a cost of common equity of 12.00% .

17 SUPPORTING SCHEDULES: RECAP SCHEDULES:
18 (a) E-1 (a) D-1
19

20
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